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LETTER OF TRANSMITTAL. 


To the Senate and House of Representatiees: 

I transmit horewith the Hnal report of the Commission on Inter- 
national Exfliange, constituted uiuler the authority of the act of 
March 3, 1903, in compliance with the requests of the (lovernments of 
China and Mexico. 

The work of the Commis.sion has as.Msted greatly in the estahlish- 
ment of the new monetary systems of the Philippine Islands. Mexico, 
and the Kepublic of Panama. The work done in China has, from the 
letter of the Prince of (Mring, tlie head of tlie Executive, been very 
helpful to that Government. Such improvements in the momdary 
systems of the silver-using countries lu’ing them into closer connec- 
tion with the gold-standard countries and are of very great henelit to 
the trade of the United States, and every effort should be made to 
encourage such reforms. 

The attention of Congress is invited to the accompanying report of 
the Acting Secretary of State, whose request for a suitable appropri- 
ation for carrying on this valuable work in the manner which seems 
to him most practicable I heartily indorse and recommend to your 
favorable consideration. 


The White House, 

January 1900. 


TiiEonouE UoosEVKi/r. 




LETTER OF SUBMITTAL. 


Tlu* President : 

I hove the honor to ‘submit herewitli tho {innl rcjioii of tlio (’onmiis- 
sion on International Exchange, constituted under the antliorily of 
the act of j\Iarch 3. 1!)03. and continued last year by means of a special 
appropriation. The chief purjmse of the Commission was to bring 
about, as far as possible, a fixed relationship between the moneys of the 
gold-standard countries and the silver-using connti'ie.s. This r(*snlt 
could be accomplished chiefly by the establishment in the silver-using 
countries of new monetary systems on the gold ex<‘hange basis, the 
now’ silver and copper coins in those countries being given a li.xeil 
value in terms of gold. 

The work of the Commission, considering the difliculties of its task, 
has been on the whole very successful. The new nionetarv svstem in 
the Philippine Islands, established undei* act of C’ongrt*ss a|)proved 
March 2, 1903, which in the main has furnished the model for thi* 
further w’ork of the Commission, was in operation, but serious diflicnl- 
ties were met wdth in the transition from the old currency to the new. 
A member of the Commission was sent to study the situation and 
counsel w’ith the Philippine Commission regarding these conditions. 
Two measures were passed by the Commission, the results of which 
were immediately beneficial, so that within thrc*e months after they 
went into full effect the new coins were in great demand and the new 
curiency system of the islands w'as firmly established upon the new 




Since the report of the Commission on International Exchange 
was presented to this Department the Uepublic of Mexico has passed 
a law carrying out the purpose announced by her Giiverninent in 
seeking the cooperation of the United States to establish a stable cur- 
rency system for that Republic. This action was a natural sequence 
”, taken by the Commission on International Exchange 

fiom the previous system of fluctuating exchange to one which would 

coirnti ICS. The beneficial effect of this law has already b^n felt in 
the exchanges between Mexico and New York. The ^giving to its 

g 


using 
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silver coins a fixed value in terms of gold has been rendered much 
easier by the relative stability during the last year of the price of 
silver !)ullion. This relative steadiness has been brought about 
largely by the regularity of the p\irchases of the silver needed by the 
Government of British India, which method of purchase was sug- 
gested by the Commission on International Exchange. 

The Republic of Panama had a silver currency of which the value, 
measured in gold, constantly fluctuated. Inasmuch as great expendi- 
tures would need to be undertaken in connection with the building of 
the canal, and as losses and confusion in making contracts would 
inevitably be incurred by the Government under such a system, it 
seemed extremely desirable, if not essential, that that country be 
placed upon the gold basis. On the suggestionof the Commission on 
International Exchange, the matter was taken up by our Government 
with the Government of the Republic. The result was the establish- 
ment of a new monetarv s^'stem for the Republic of Panama in 


accordance with the terms of an agi*eement with the United States 
alonir the lilies recommended bv the Commission. It will now be 
feasible for the United States Government, in its financial operations 
in connection with the building of the canal, to employ this new cur- 
rency, therebv avoiding the risks which would come from fluctua- 
tions in the price of silver, while meeting local conditions by a 
currency similar to that which the people have for many years been 


accustomed. 

In conjunction with the Republic of Mexico the Government of 
China at the l)eginning of IflOS also re(iuested the assistance of tlie 
United States in the same direction. In consequence, after the 
commission had consulted the European governments, one of its 
inembei-s. Mr. Jenks, was sent to China to report the results and to 
give to the Chinese Government any furtlier assistance which it might 
desire. The commissioner was received with cordiality. Every facil- 
ity for investigation of the local conditions in China was given him, 
and the Chinese Government appointed a commission to study the 
question. The difficulties !)efore the Chinese Government in the estab- 
lishment of its new monetary system are of com*se enormous. Time 
will be needed to enable it to accumulate a sufficient gold restn-ve; to 
persuade provincial authorities to give up their present custom of 
independent coinage; to change the habits of the people regarding 
the use of bullion; to provide for proper expert assistance, and to 
overcome other difficulties. Yet before the commissioner was com- 
nelled to leave Cliina, under the limitations of the act of Congres.s 
of last year, the opinion was freely expressed that very >n^^h *md 
been done toward hastening the complete accomplishment of the 
desired reform. Prominent officials connected wjth the ™one y 
system expressed favorable opinions, and the Prince of Ching, tl 
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head of the Executive Government, stated in a letter to the com- 
missioner, transmitted with this report, that their monetary i*cform, 
they were convinced, must in the main follow the lines suggested by 
the American Commission. 

The movement toward the fixing of the rates of exchange l)etwcen 
the gold and silver countries is one of great importance to tlie devel- 
opment of our international trade. The great difficulties in tlie estab- 
lishment of such a system as the one proposed are by no moans under- 
estimated, but they have been overcome in different countries and can 
be overcome in China. Certainly nothing else so feasible as the 
American plan has been anywhere proposed. In spite of dilliculties 
which may attend any such plan, it tends to remove obstacles to our 
export trade directly and to a still greater extent to stimulate it indi- 
rectly by promoting the building of railways and the extension of 
internal commerce in the countries adopting a stable system. Tins 
effect is already being felt upon the introduction of American capihil 
into Mexico ; and similar effects, it is probable, would be felt in China 
with the adoption of similar measures. The work in China should 
therefore be persistently carried on until the new system is firmly 
established. As opportunity offers the matter shotild be. brought to 
the attention of the South American States and to other countries 
whose monetary systems are not established on a sound basis. 

It is recommended that an adequate appropriation be put by Con- 
gress at the disposition of this Department, for the continuation of 
this work in such manner as it may think proper. 

Respectfully submitted. 

Francis B. Loomis, 

T. ^ Acting Secretary of State. 

Department of State, 

Washington^ January ^6', 1905. 





GOLD STANDARD IN CHINA AND PANAMA. 


KEPORT OF THE COMMISSION. 


Wa8HIN(;ton, I). G., October '2.^, 200/f. 
Sir: The Commission on Internntionai E.xcliajige leave to sub- 
mit herewith its report on the work done and tlio iTsulls aceoinplisliod 


since its previous report of October 1, 1903, together willi supple- 
mentary material explanatory of its work and of the general subjects 
which, under your instructions, it has had under consideration. 

The work done during the last year covers especially certain inves- 
tigations and suggestions in connection with the reform of the mone- 
tary system of China, the currency of the Philippine Islands, and 
the establisliment of a new monetary system in the Republic of 
Panama. 

There are submitted herewith also some data showing a tendency 
toward greater stability in the price of silver bullion, apparently as a 
result of the direct action of governments with whom this Commis- 
sion conferred last year, esi^ecially of the Hritish (iovernment in 
connection with the currency of India. This has in itself tended to 
produce greater stability of exchange, and thus to diminish one of 
the obstacles to trade between the gold countries and the silver- 


using countries w’hich was the occasion of the appointment of the 
Commission. 


After its return from Europe in September, 1903, as explained in 
its previous report, the Commission designated Mr. Joiiks as its rep- 
resentative to go to China to present to the Imperial Government a 
report on its work in Europe, and, in accordance with the request of 
that Government, to render it any further assistance that it might 
desire. The President approved the suggestion, and Mr. Jenks re- 
ceived special instructions for his work in the Orient. Inasmuch, 
however, as the new Philippines currency was not yet fully in opera- 
tion, and certain questions regarding the currency law were under 
consideration by the Philippine Commission, it was tliought best 
that, before taking up lus work in China he should visit the Philip- 
pines, in order to lay before the government there suggestions regard- 
ing tlieir money system which had grown out of the discussions in 
urope as well as to ^ther the results of experience in the Philip- 

likely to prove of service to the Chinese Govern- 
ment in the establishment of its system. 


18 
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THE WORK IN CHINA. 

The best jis^stiincc which could be rendered to China in response 
to Iier request, it was tliought, was to cooperate with her in every 
wav possible to adopt the wisest plans for the establishment of a new 
monetary system of her own. based upon a fixed gold value. 

In order to present the general ideas of tlie Commission on Inter- 
national Exchange on this subject to the Chinese Government and 
people as a basis for discussion, a pami)hlet was prepared setting 
forth the main points of its plan as worked out in discussions with 
the European government experts, with the reasons for making the 
suggestions. This pamphlet. j)rinted in both English and Chinese, 
witli the aj)proval of the Imperial Government of China, and in part 
by its aid, was widely distrilmted among the officials and most impor- 
tant ljusiness men of China. Some of the Chinese i)apers reprinted 
tlic pamphlet in full, wliile other papere there, both native and for- 
eign, reprinted extracts from it as well as Inief articles covering 
special points which were especially prepared for this jjurposc by the 

commissioner. 

As soon as liis credentials were presented to the Government at 
Peking, Mr. Jenks asked permission before taking up the detailed 
consideration of the sulqect with the Imperial Government, to spend 
some time in visiting the more important treaty ports as well as 
some of the interior provinces, in order to study business conditions. 
The Imperial Government not merely gave its consent, but notified 
officials along the route chosen regarding the intended visit and 
aided the commissioner in every way possible in making his observa- 
tions. The special purposes in mind in this study were : 

Kii-st To secure a general view of monetary conditions in China 
and of the methods of doing business under the various conditions 
found in ditferent provinces. In the interior many days were passed 
in localities where no money is employed excepting copper cash and 
chunks of silver {si/cee) which have to be weighed out by scales 
which each dealer or traveler keeps for the purpose, opportunity 
offered, conversations were held not merely with officials of all ranks, 
but also with bankers, merchants, and even with day laborer, local 
traveling peddlei-s, roadside workmen, etc. In this way a reasonably 
iXate idea was secured of the methods of conducting busing 
without any generallv recognized currency and of the probable 
ability of tile people of all classes to deal with a new and uniform 

*^s"eTond. Conference with the officials from day to day, both tho^ 
nf hiffh rank such us vicerovs and governors, and those of le.'^ser ran , 
suchL local district magistrates, gave an opportunity to estimate the 
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qualifications of those in whose hands would need to be placed to a 
<rreater or less extent the administration of the new system when it 
should be adopted. 

Third. The attitude of the people of various classes, oflicials, busi- 
ness men, and common people, toward a change in the systiun and 
toward the new monetjiry system suggested, was ascertained. 

Fourth. Opportunity was offered bi explain in j)arl the main points 
of the system proposed to the viceroys and other leading men. oflicials. 
bankers, merchants, etc., so tlial thus valuable critii'ism <if the [dans 
from the point of view of tliose familiar with local conditions was 
secured, and in many cases o})]>ortunity was offered to ivmove from 
the minds of those who did not understand the purj)ose of the invita- 
tion of the Chinese (lovernment or its attitude toward the United 
States in this matter tlie natural suspicion regarding the motive of the 
United States in undertaking this work : and. furthei’more, objections 
which would naturally occur to those not familiar with the admin- 
istration of currency systems, were overcome. 

These inquiries covered the iidand territory l)etween Peking and 
Hankow on the Yangtsc River, a typical part of the interior of China, 
which is removed from direct foreign trade; the Yangtse Rivei' fi’om 
Hankow to Slianghai, with visits to the two mofet imimrtant trading 
posts on the river; a visit to Shanghai, Canton, and Tientsin, the 
three most important treaty ports on the coast; as well as discussions 
with the governors at Soochow and Hangchow, the capitals of two 
very important provinces, and interviews with the customs taotais at 
Amoy and Chefoo, important ports in two other provinces. The sub- 
ject was thus discussed with the governors or viceroys (jf ten, and willi 
high officials of twelve out of the eighteen provinces of China. At 
Shanghai, too, the subject was diseus-sed in detail in several meetings 
with the treaty commissioners who have represented China in framing 
the important commercial treaties recently negotiated with Great 
Britain, the United States, and Japan. 

The re.sults of these investigations and discussions were that many 
new ideas regarding conditions in China and what was practicable 
for China were secured ; that in many cases misconceptions regardiiij 
the nature of the reform and of the plans under discussion were 
removed, and that the experience secured and the knowledge gained 
enabled the commissioner to undei-stand much more readily the atti- 
tude of the higher Chinese oflicials toward their old system and the 
proposed new system. 

On his return to Peking the subject was taken up for detailed dis- 

wirr..!' Tt 1 ^"Pf'^LGovernment. As a result of the treaties 

r„tttfor„f h” r* been the 

Id f fi, to establish a uniform monetary 

ystem, and for the purpose of working out plans for that system, as 


s 
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well ;is for meeting the United States commissioner, a commission had 
been appointed consisting of the members of the board of revenue and 
several otlier ollicials, some of high and some of lesser rank. Some 
of these had been especialh^ designated to have charge of the new 
mint and to devote their time to the consideration of monetary affairs. 

It was found that as a result of discussions in connection with the 
treaty with Great Britain, of various resolutions passed during the 
two or three preceding years by foreign chambers of commerce in 
Cliina, of arguments presented in the newsi)apers, and of their own 
study of the (piestion. the Chinese Government officials had appar- 
ently informally, although not at all officially, reached the conclusion 
that they wished ultimately to place their system of currency on the 
gold basis, but that at present they would establish a uniform silver 
and copper currency witliout definite plans for reaching the gold 
basis. Although the commissioner was treated throughout with the 
irreatest courtesy and consideration, it seemed at fii^st as if the officials 

V v’ 

with whom he had to deal at Peking, though interested in the general 
subject had, relatively speaking, slight interest in the specific plans 
proposed by the Commission on International Exchange. As the dis- 
cussions went on, however, and as from the work of both the Chinese 


and American commissions the disadvantages and difficulties became 
more apparent of starting on a silver basis without clean-cut, definite 
plans for the change to tlic gold basis, and on the other hand, the 
advantages of having the new coins placed on the gold basis from the 
beginning, both from tlie imint of view of financial gain to the treas- 
ury and benefit to the business interests of the country, keen interest 
on* the part of the Chinese commissioners was clearly awakened. In 
fact, before the close of the discussions the Chinese commissioners 
themselves said that from this work not merely had their views to a 
considerable extent changed, but that their whole interest in the plans 


of the American Commission had greatly increased. 

The decision of any question of this importance in China is finally 
made by the Emperor on the advice of the grand council. The 
opinion of the grand council, however, is determined to a great extent, 
of coui-se. by the higli officials in the Government who have especially 
to do with'the subject under discussion; and in this instance the 
responsibility for the recommendations which would doubtless prove 
conclusive, rested chiefly upon the Chinese president of the board of 
revenue, Ilis Excellency Lu Chu‘an Lin, together with their Excel- 
lencies tlie Manchu president, Tung Ching, and Na Tung, the dis- 
tinguished official who had been designated the year before to report 
on the monetary system of Japan. Naturally the opinion of the 
senior president of the board of revenue would be of the greatest 
influence. His excellency, an official of ripe years and of extended 
experience in various high official positions, a man of upright and 
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most positive character, liacl apparently rcachotl ilie conciliation (Imt 
the wisest plan for the Empire was to begin on a silver basis in (be 
hope of ultimately reaching the gold standard; but the plan for the 
change to the gold standard had not lx‘en fully worked out by hini 
or by others in the commission. As there was relatively little op|)or- 
lunity for direct discussion with the president of the lioard of revenue, 
on account of his absence at the summer palace in attendance on the 
court, as well as from the pressure of his other duties (since, in his 
judgment, the matter was already settled), it seemed, until shortly 
before tlic American commissioner was compelled to l(‘av(‘ China on 
account of the limitation of the life of the commission imposed by 
Congress, that the plans of the commission would [irobably not be 
adopted or even thoroughly considered by tlie Imperial (Joveiannent 
in the most important matter of all — the prompt establishment of the 
gold basis — although in numerous minor particulars, even some of 
considerable importance, the opinion was freely exj)resse<l by the 
officials that they would accept the American suggestions. 

At length, however, his e.xccllency the president of the board of 
revenue, was transferred to the presidency of the board of works and 
a new president of the board of revenue was api)oin(ed. His Excel- 
lency Chao Erh Hsiin, the new president of the board of ivvenne, 
manifested immediately a great interest in the plans under discussion 
and himself pci'sonally honored the American commissioner by meet- 
ing him repeatedly day after day for the discussion of the subject. 
Before Mr. Jenks was compelled to leave Peking for Amerieii, the 
opinion was expressed by several of tlie high Chinese officials whose 
positions would place heavy responsibility upon tliem in connection 
with the money system, that the American' plans were practical if the 
cooperation of the viceroys of the more important provinces could 
be secured; that the Chinese Government could, if it seemed advis- 
able, secure the financial means necessary for the carrying out of the 
leforni ; and that there would be no infringement of the sovereignty 
of the Empire or danger to its integrity or usefulness in the employ- 
ment of such foreign expert aid as might be required for the estab- 
lishment of a system in accordance with the American plan. 

The commissioner was assured also by different governors, vice- 
roys, and commissions, that the American plans would have their 
support, and some of Uie highest officials in Peking are of the opinion 

luHinriP «t. any rate, the support of the local 

authorities will be heartily given to the central Government if it 

tudeof the Se*’ 'r ^ 

till i to be quite general also among 

losi foreign residents most experienced in Chinese affairs. Tht 

general opinion seems to be well repiisented by Mr. Conger, the min- 

S. Doc. 128, 58-3 2 
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ister of the United States, in his letter to the Department of State, as 
follows: 

I have the honor to rei)ort that Professor .Teaks left Peking for home on the 
27th instant 

Ilis task was a very dilhcult one, and at first the prosi'ects were rather dis- 
couraging, but by palience, iH*i-sistenco.and clever presentation of his unsurpassetl 
knowledge of the subjecr, he has made great progress. He ha.s practically 
brought the ('hinese Government to believe that his plan is the correct one, and 
ought, if iM)ssible. to be adopted; yet they greatly fear that so radical a change 
in their linancial system ca!» not at present be carried out by a government 
which has so little real power over its separate provinces. However, they have 
promi.'stHl to at om-e consult the le;»ding viceroys and governor and see what 
can be done; but whether or not Professor Jenks's |)lan is adopted, his instruc- 
tion and advice will aid the Chinese Government greatly in its efforts to 
adopt a uniform currency a.s reciuinnl by the recent treaties, and his further 
assistance is m«*st likely to bo solicited by them. 

Professor .lenks lias lK*en treated with the greatest respect and consideration 
by the Chinese oilicials. 'J'liey fitd that he has been of great servi<‘e to them, 
and it is <’ertain tliat much good will result from his mission, for all of which 
he dt*serves great credit. 

Doctor Morrison, the p.\j)crienc(‘(l, impartial correspondent in 
Pekinj; for many years of the London Times, on tlie departure of 
Mr. Jenks from Peking, cabled to his paper as follows: 


I'ROFESSOIt JBiNKS S MISSION FMiS — CHINFSi: UUVtUNMENT IMPRKSSKI) liY HIS (iOM)- 

SrA.NDARI) AROU.MKNTS. 


Peking, 2d. 

Professor .Tenks. of Cornell University, the commissioner delegattnl hy tiio 
United States to confer with tin* Clilnese authorities regarding the suggestwl 
introiluction of the gobl standard in Cliina, left Peking yesterday on his return 
to America. 

He has licim in (’hina since .January, and lias been treat<>d with e.xeeiitiimal 
honor. His mission was purely wlucational and not political. Witli untiring 
patience Professor .Tenks lias lu»en demonstrating to the Chinese tlie necessity 
reforming their currency and the immense gain that would follow the estab- 
lishment of the gold standard. 

Undouhteilly Ids mission left its mark. The Chinese Government is begin- 
ning to realize the vital importance of the question, and it Is regrettable that 
Professor .Tenks should lie compelled to return to America when his work is 
only beginning, for experience teaches that between Chinese expression of 
approval of a reform and its actual introduction the distniic-e often is con- 
sideralile. 


Mr. Kobert Little, the veteran editor of the North China Daily 
News and the North China Herald, for many yeai-s the most impor- 
tant foreign publication in China, writes in the North China Daily 
News, September 8, 1904, as follows: 


CURRENCY BEFOB.M IN CHINA. 

Prof. .7. W. .Tenks left Shanglmi yesterday for the United States in the 3/o«- 
golia, and we lire glad to know that he leaves these shores with the satisfac- 
tory c-onvlclion that his mission has not been altogether in vain. He has 


GOLD STANDARD IN INTERNATIONAL TRADE. 


planted— it is for others to water, and the increase wiil j-oiiic. 'I'liorouKlily 
conversant as lie is witii bis sulijeet on every side, a clear and ci»«cnt wrlicr. 
a very able siieaker, and a man of winning iiersonallty. he was the best 
choice that the United States Govermneiit could [wsslbly have made when tin* 
Chinese asked for a c-oininissioner to advise them how they iniKlit lK*st obviate 
the loss which the continuing depreciation of silver was causing. Ills iilan, as 
is generally known, is the adoption of the gold standard without a gold cur- 
rency, to imt it as wncisely as imsslble, and he lias founil the statesmen of 
Peking, as well as the high provincial otliclals, with whom Ik* has discussed tlu* 
(liie.stion in all Its bearings, eager to listen to him, to understand, and to adopt 
in due time liis suggestions. Many foreigners, too, who were llrst iridisiiosisl t<i 
believe that the adoption of the gold standard by China was anything but an 
imiKissible dream, have lK*en c*onvineed by bis arguments; and tlien* is good 
reason if nothing untoward happens, to believe that something Iik(> th<* r<*form 
whieh has boon so unoxi»ectodly and promptly sucivssfnl in the I’liilippine.«. 
will he adopted by China before long. Thus China will <'oine into line with 
India, the Straits, the Philippines, and .Japan, to tin* permanent advantage of 
all who do business with gold-standard luuntries. Ami mainly to the suavi*. 
unassuming, but thoroughly earnest professor of Cornell University, with Ids 
uncxwlle<l mastery of facts and ligures, this great and benefi<*ial reform will 
be due. And there will he a general lioiK.* that <'irciimstaneos will enable him 
to return to China and give his advli-e and assistance to those wlio will !«• 
charged with putting his recoinmendations in action. 


Of still greater import is doctmientary testimony from Chinese 
sources, liesidcs the favorable opinions referred to above wliich have 
been expressed informally by business men and ollicials. The Chi- 
nese commercial union of Hongkong took formal action. The 
president of this association (an active member of (lie Chinese cham- 
ber of commerce), Mr. Feng \Va Chun, wrote to the American com- 
missioner on the i:itli of August, 1904. stating that— 


A meeting of a committee of that institution was • • • ppi,i on thi* 7tli 
iustant, when it was unanimously agreed that it would be to tlie interest of 
China to adopt a gold standard, and that tlie Chinese residents of tills colony 
would bail sucli a step with gratification, Inasniucb us it has bwn bold that 
Hongkong can not go "gold" so long as China’s currency remains uncbaiiged. 

^ The letter concludes with the hope that the American commis- 
sioner’s mission will meet with the success it deserves. 

More important still, of coui-se, is the official statement from the 
Chinese Government itself. The Prince of Cluing, the president of 
the grand council, who represents officially the Chinese Government, 
in response to a request for a definite statement of his opinion to be 
pi-ewnted to the President of the United States, wrote to Mr. Jenks, 
on the eve of his leaving Peking, as follows: 


I ha^e the honor to state that your excellency having been commissioned by 

tion V *** ^ mvself after conversa- 

tion with you In hearty accord with your ideas, and having i-end the various 

re 1 “ot® that they are all exhaust- 
he In their discussions, and set forth plans covering nil details for nil of wllb 

how can I aumcenu, expreaa .n. srat.tnde. As to yonfl^g^^^Ls reUd,^ 
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the adoption of a uniform monetary system, all are of great imiwrtance. China 
is just now considering the matter of deciding ujwn a new coinage system and 
is deliberating as to the establishment of a national bank, and it is most neoes- 
sjiry that she should follow your plans and that all those measures which need 
most urgently to be taken up just now in accordai»*e with those i>lans should at 
onc-e be put into execution with earnestness and prompitude. As to the rest, It 
will be netessarj- to investlgjJte and consider the feedings of the iK*ople, and. as 
cH*<'asion may offer, take these matters under advisement with the expectation 
that the sugg«.*sted measures will l>e developed one after the other in such a way 
as. I trust, will fulfill your generous wishes for us and secure a good degree 
of success. 

Your ex(t*llency is well known in China and abroad ns a financial ex|)ert, and 
your efT«*rts to formulate plans in our behalf, so sincere and friendly, demand 
from me profound and grateful thanks. 

I hear tluit your exctdioncy has made preparations for your return home ami 
that the date of your departure is at hand. Should there l)e occasion in the 
future to ask the further l)eriefit of your instniction, I shall then write a special 
note to inform you. 

I avail myself of the opi>ortunity to wish you the c-omplimonts of the day. 


The Coiniiiissioii feels, therefore, that there is every reason to Ijelieve 
that the mission for wliicli it was estal)lishc(l, to cooperate witli tlie 
Chinese and Mexican Governments in estnidisliiii" .sound monetary 
systems wliich would fix the rate of exchange between tlie greatest of 
the silver-using countries and the gold-standard countries, has been 
in great part satisfactorily performed. It remains to Ik? seen, of 
course, how promptly and by what methods the Chinese (lovernment 
will carrv out its intentions as indicated in the letter of the Prince of 
Chdng, of adoptinc in the main the plans of the Commission. This 
much, at least, is clear — that the Ooverment olticials who are in the 
positions of chief rcsponsil>ility have shown the gieatest courte.sy 
and consideration toward the Ignited States Commis.sion; that they 
have shown themselves open to the fair consideration of sound argii- 
ments on this most important and difficult (picstion, and have mani- 
fested the open-mindedness and frankness in announcing a willing- 
ness to change their opinions which is characteristic of the greatest 
statesmen: that the Chinese Government has the ability, financial 
and otherwise, if. on further consideration, it continues to have the 
will, to carrv out with proper expert advice a good system, and that 
in the opinion of the best informed persons in China this intention 
and purpose will continue unless some hostile influence intervenes. 

It is the opinion, also, of many of the be.st informed foreign resi- 
dents in China, as well as of some of the higher of the Chinese officials, 
that if. under the limitations of the act of Congress, the commi^ioner 
could have remained a few months longer in China he would have 
bad the opportunity of seeing the new system organized and o 
cooperating with the Chinese Government in whatever way inigh 
have seemed to it wise in the organization of the system. The Com- 
mission. however, has from the beginning taken the position that 
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it was doing simply what it could to comply with Chinn's mpicst 
for assistance without in any way bringing any pressure to bear iipfui 
that Government in carrying out its plans; ami it is convinced that, 
difficult as the task before China is (and no other country in modern 
times in its monetary reform has liad a task so difliciilt), the good 
sense and wisdom of the Chinese officials, upon wlioni rests tlie respon- 
sibility of the introduction of the new system, may be triistcsl to 
secure the best expert advice and to take the wisest means of estal)- 
lishing the new monetary system on a sound gold Imsis. 

THE CURRENCY OF THE PHILIPPINE ISLANDS. 

From December 23, 1903, to January Ifi, 1904, was sjient by Mr. 
Jenks in the Philippine Islands and in conference with the Philippine 
Commission over proper measures for transition from tin* old cur- 
rency system to the new one provided by the act of Congress approved 
March 2, 1903. Immediately following these conferences and public 
discussions of bills proposed, two acts were passed by the Philippine 
Commission whicli seem to have removed most of the difficulties in 
the way of the successful inauguration of the new monetary system. 

It was found, as a result of experience in the islands, that many 
business men, especially exportei*s who were buying in the interior 
products for exportation, and the large emi>l(>yers of lahnr wlio 
expended considerable sums of money regularly in the payment of 
wages, as well as other people who employed labor on a small scale 
and purchased supplies for tlieir daily consuin]>tion, were making use 
by preference of the Mexican dollars and the other local currency 
because it was cheaper, and they were tlius hindering seriously the 
general use of the new coins. Moreover, under the influence of these 
classes in the community, whenever the rate of exchange turned 
shglitly in favor of the islands, there was a tcmdcncy toward the 
reiin])ortation of Mexican dollars which had previously been exported. 

To meet these difficulties the Philippine Commission, as has been 
suggested, passed two laws; the first, a measure prohibiting abso- 
lutely the importation of Mexican currency, Spanish-Filipino cur- 
rency, or any other metallic currency which is not upon a gold basis, 
wth proper exception of small amounts in the pockets of travelers- 
the second, an act restricting after a certain fixed date in the future 
the use of aU moneys, excepting the legal-tender currency, bv im- 
posing a tax, which was to increase in rate as the months went by, 
upon all checks, drafts, notes, bonds, bills of exchange, and other 
^\^ltten contracts of every description made payable in whole or in 
part in the former local currency, as well as a tax upon bank deposits 
and upon the conduct of business of any description in the old^local 
currency proper exceptions being made, of course, for contracts 
prev>ously entered into, deposits for the payment of old ertraete 
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bills of exchange, or oliecks or other contracts for the purpose of 
exporting Mexican dollars, etc. 

In the Manila American of September 11, 1904, is the following 
editorial covering the same ground fulh'i 

Viet^Govornoi* Ido. secretary of finance .and justice, has given out in his finan- 
cial statement for August tliat tliere is sufficient riiilippine currency in circula- 
tion in the islands to meet all demands, and that tlie government is prepared to 
su|>ply all ne<Hls in tlie conduct of insular commerce on the new basis. 

While the work of introducing tlie new currency has l)een attendwl by many 
discouragements and vicissitudt*s. it is remarkable how successfully tlie war 
against the fiat money has be<*n wage<l and in a few mouths to what extent the 
new currency has found its way into circulation. 

The succe.ss attained is largely due to the fixed purpose of the Government to 
carry into effect the currency iiolicy. and the fact that no avenue for the distrl- 
liution of the new coin and no course for the di.scouragement of the old one has 
heen overlooked in the campaign. 

This success Is worthy of special deference, since the great mass of the people 
offertHl little or no encouragement or cooperation and rather assumed a preju- 
diced [lositlon against the passing of the fiat money. This prejudice is being 
rapidly overcome and the bright, new Conant dollar is to-day the favorite where 
a choice is offered, even of the most ignorant. 

It seems clear, however, that no further legislation will he needed 
beyond minor measures to meet special needs, such as small changes 
in the rate of buying or selling exchange, of receiving old copper 
coins, etc. The government of the Philippine Islands is certainly to 
be congratulated upon having established in full vigor a gold-stand- 
ard system adapted to the needs of the people within about a year 
from the time when the new coins were fii-st introduced into the 
islands. Itarely has any country accomplished so great a reform so 
promptly and with so slight disturbance of business. 

THE CURRENCY OF PANAMA. 


The completion of negotiations between the United States, the 
French Canal Company, and the liepuhlic of Panama for the con- 
trol !)y the United States of the construction of the Panama Canal 
made it important, in the opinion of the Commission on International 
Exchange, that some action should Iw taken to insure the use of a 
sound currency in the construction of the canal. The matter was 
considered to iw of considerable importance from tlie standpoint of 
the cost of the canal, Iwcause uncertainty as to tlie cliaracter of the 
currency emplovcd would not only involve the risk of injustice in 
tlie wages paid to labor, but might add greatly to tlie amounts 
charge(f by contractors for services rendered in order to protect 
themselves against the consequences of fluctuations in the gold value 
of the money employed by them in local exi>cnditurcs on tlie Istiimus. 
The fact lliat tlie work of constructing the canal would bring the 
officers and employees of tlie United States into frequent contact 
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with the citizens of Pununm inudc it dcsinihlc also, in tin* opinif)n 
of onr Commission, that some decree of liarmony slH)iild lx* hroii^dit 
about between the ourrency employed in tlie canal strip under the 
control of the United States and that employed in the Itepuldic of 
Panama. 

The Government of Panama slunved from the Ix'^rinninji: a tlis- 
position to meet the wishes of the Uiiiled Slates and to establish a 
sound currency upon the gold basis. 'I'lie evils snifered under I lie 
fluctuating currency previously in circulation in I’anaina luul aln-ady 
led to a large use of United States money on the Isthmus and to a 
strong realization of the importance of establishing a monetary sys- 
tem based upon gold. vSeveral lulls on the subject were pending in 
the Congress of Panama during the spring, but failed of enactment 
because of differences of opinion in ix'ganl to the rate at which the 
old silver currency should be converted into the new. and in i-egard 
to other details of the proposed change. Tlie fact (hat the (Jovei-n- 
ment of the United States should interest itself pi’(uu|)llv in s(*curing 
hai'inony lietween the currency systems of the canal stri]> and the 
Republic of Panama was set forth for the first time in a memoran- 
dum regarding the currency of Panama which was snluuitted by the 
Commission on International Exchange to the Secretary of War 

under date of March 2fi, IflOI, and which will l)e hereafter printed 
as an appendix to this i-eport. 

Tins memorandum did not undertake to decide l)et.ween sevei-al dif- 
ferent systems which were suggested, but simply to emphasize 11 h‘ 
nnportance of cooperation helweoii the Govenimeiits of the Uidled 
States and tlie Republic of Panama. Sul)sc‘quentlv, in the latter part 
of April, the CommiJision, through one of its members, was renueste.I 
by he President and Secretary of War to prepare a .lefinite project 

r s..l.n.ilto,l in n .no.non.n.I.nn cn- 

S i Hx' system of curronev to l,o estal.- 

ar T ff ' '>xnsmitt«l to Soo.o- 

tan laft under date of May 1!), 1004. The snbjeet was taken nn 

actively hy the Swretary of State and the Seeretary of W„r earll 

m June beciuise of the pending departure of Mr. John narrett the 

minister of the United States to Panama, who desired to know what 

the R.O n‘“"" i" Government of 

ma^Miy the ComnJission on 

Kuaebio A. Morales, who were already i„ New'S 


24 


GOLD STANDARD IN INTERNATIONAL TRADE. 


with the disposition of the money paid by the Government of the 
United States for the canal franchise. Acting under authority of 
their Government and !)y invitation of the Secretary of War, the 
commissioners of Panama met several officials of the Government of 
the United States at tlie office of the Secretary of War on Saturday, 
June 11, 1904. There were present at this conference the Secretary 
of War. the two commissioners of the Republic of Panama, their 
counsel, Mr. AVilliam Nelson Cromwell; the minister of the United 
States to Panama. Mr. Barrett: the chairman of the Canal Commis- 


sion. Admiral Jolin G. AValker; the legal adviser of the Canal Com- 
mission, Judge Charles E. Magoon; the Chief of the Bureau of Insu- 
lar Affairs of the War Department, Col. Clarence R. Edwards; and 
Mr. Conant, as a representative of the Commission on International 

Exchange. 

'I'he desirability of harmony between the United States and the 
Republic of Panama in establishing a sound monetary system on the 
Isthmus was forcibly set forth by the Secretary of AVar, and was cor- 
dially admitted by the commissioners of the Republic of Panama. A 
general discussion followed as to the l)est method of establishing and 
maintaining a monetary system acceptable to all partie^s in interest. 
The Secretary of AA'ar emphasized the importance not merely of 
establishing the gold standard, but of providing for an adequate gold 
reserve to protect anv subsidiary silver which might l>e issued.. The 
commissionei-s of Panama objected to setting aside a large sum, upon 
the ground that (he money was not available. Of the $ 10 , 000,000 
received from the United States, they stated that $0,000,000 was dedi- 
cated by their neiv constitution to posterity. It was the intention, 
they declared, to invest this money in a permanent form and to apply 
only the interest to current expenditures of the Government o 
Panama. The remaining portion of the money paid by the United 
States for the Panama Canal franchise, they declared, was already 
apinopriated for education, important public works, and similar pur- 
pl>‘e.s. The Secretary of War insisted strongly, howevei^ t.pon he 
setting asi<le of a gold reserve to protect the subsidiary siher, if t 
money adopted by tl.e Republic of Panama tvere to be 
the Panama Canal Commission. The eommis-sioners of ^ei ublic 
asked time, therefore, to consult their Government on this subject, and 

an adjournment was taken for one week. # P„nninn sub 

At the conference of June 18 the comm.ssionei-s of 
mitted a proposal that the reserve to lie set aside should be lo pel 
cent of the face value of all the silver to be coined. It was suggested, 
on behalf of the Commission on International Exchange, that if ^ 
small a reserve were provided it should at least be strengthened h, 
thJ addition of the seigniorage profits on the com minted from new 
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bullion. This proposition was supported hy (he Seeretiiry of ^V!lr 
and was accepted by the eoinmissioners of tlie Republic. Al a 
final meeting on Monday, June 20. a letter was drafted by (lie Sir- 
retaiy of War, addressed to the commissioners of (he Repiililie of 
Panama, stating that he understoo<I that a measure was pending in 
the national convention of the Repnldie. conforming in its general 
terms to the plan which had alrea<ly be(*n (liscuss4*d between himself 
and the commissioners, and that ifthisplan was a<lopled.as ontlim*d 
in this letter, the War Department would agree t<» employ the cur- 
rency of the Republic on the Istlnnus ami to c<H)perale with tin* 
Government of Panama in so arranging drafts upon the canal funds 
in the United States as to prevent excessive lliict nations in exchange. 
This proposal was accepted by the commissioners of Panama f)n 
behalf of their Government, and an act was approved by the Ihcsi- 
dent of that Republic on June 2S. lt)()4. embodying (his agreement. 

The substance of tlie plan agreed upon between tin; c(unmission- 
ers of Panama and the Secretary of War was that a gold coin, 
to be known as the ** hallma." of the same weight and fineness as the 
gold dollar of the United States, sliould be the standard of value in 
Panama; that the gold currency of the United Stales should be legal 
tender there; that ])rovision shoidd be made by the Republic (tf 
Panama fortbe issue of fractional silver to the face value of 
in gold, and that upon the request of the Panama Canal Commission, 
if the construetion of the canal showed it to l)e necessary, there should 
be executed fi'oin time to time additional eolnage (tf fractional silver 
to an anumnt not exceeding the face value in gold of $1.:.0().0()(). Par- 
ity of all the .silver coined is to Ik* maintained by the deposit in some 
hank in the United State.s of la j>cr cent of tlie nominal value of sueh 
coin, with the addition to sueli deposits of the not seigniorage on siieh 
amount as may be coined at tlie request of the Canal Commission. 

This plan departs from the recommendations of the ('ommission 
on International Exchange and from the currency system adopted in 
the Philippines, in making the unit of value equal to in American 
gold coin instead of 50 cents. The silver coins provided for. how- 
ever, are nearly the same in size as those provided for in the Philip- 
pines. The largest of these silver coins will he of about tlie size of 
an American silver dollar, but will have in Panama the value of 50 
cents 111 American gold. It will weigh -25 grams (385.8 grains) niiie- 
tenths fine, and is therefore coined at about the ratio of 30 to 1. 
^ iile It will repre.sent 50 cents in Panama ciirrenev, instead of a 
complete unit of value, as in the Philippines, this coin is specifically 
denominated by the new law, the “ peso,” in eonformitv witl, tli'e 
eating coinage m circulation on the Isthmus, of which ‘the peso is 
the umt, and whose present gold value, while fluctuating with the 
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price of silver bullion, is only a little below .50 cents in United States 
•rolcl. 'I'lius. while the American dollar has become the standard of 
value, the local subsidiary currency is so nearly adjusted to old con- 
ditions that prices and wages will not be atfected in the drastic man- 
ner in which they might be by the adoption of a subsidiary coinage 
exactly the same as that of the United States. 

The cominissionei*s of the Kepublic of Panama have already made 
arrangements for the execution of proper dies for their new coinage 
by the officials of the United States mint at Philadelphia. A part of 
their new coinage will soon be executed, but it will not be necessary 
for the Canal Commission to use a large quantity on the canal work 
until the surveys have been more nearly completed and contracts 
actually made for the execution of the work. By that time the coin- 
age agreed u])on for the Republic will probably be completed, and 
the ofiicei's of the United States will be in a position to determine 
whether additional amounts of subsidiary silver will be required to 
provide an aderpiate circulating medium under the agreement made 
with the Secretarv of War. 

STABILITY OF EXCHANGE. 


The essential object for which the present Commission was ap- 
pointed was referrt‘d to by the President of the United States, in his 
message to Congress, as being to procure “ such measures as will tend 
to restore and maintain a fixed relationship between the moneys of the 
gold-.standard countries and the silver-using countries.” Of the sev- 
eral measures to secure tliis object which have been considered by the 
Commission tlie one most important and most permanent in its 
influence has l)een. in their opinion, the adoption of the gold exchange 
standard in silver-using countrio^s. Incidentally, however, it is 
obvious that any measure which should tend to promote stability in 
tlie gold value of silver bullion would tend to check the fluctuations in 
exchange between gold and silver countries, which have been so dis- 
turbing to commerce for a generation and which proved esiiecially 
demoralizing to the commerce of China and Mexico (luring ItlOl, 1902, 


and the spring of 1903. 

As pointed out by this Commission in its report of last year, the 
exchange Ijctween gold and silver countries now depends funda- 
mentally upon the fluctuations in gold price of silver. Any step 
c()ntril)uting toward stability in the price of silver bullion would, 
therefore, in itself tend to diminish the fluctuations of exchange, inde- 
pendently of the more important object of separating the monetary 
systems of the silver-using countries from the silver standard and 
placing them on the gold standard. Some misunderstanding of the 
objects of the Commission in this regard seemed to arise in some 
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quarters because of failure to distiiiguisli between elForfs previously 
made to raise the price of silver and the elforts made by this (’oiumis- 
sion to promote stability in the price. Stability in the price of bul- 
lion is important beciiuse it carries with it comparative stability in 
exchange. In order, tlierefore, to ]>revent paralysis of trade between 
the silver-using countries and the gold countries, (he Comnyssion (Ui 
International Exchange sjiggested to the ICui'o|>ean powers with 
whose representatives they consulted, an effort to reduce tlie violent 
fluctuations in the bullion market by making such pui’chases of silver 
as are actually required for coinage purposes with greater ri-gularity. 
As shown in our previous report, the soundness of tliis pi-inci])le was 
generally recognized by the governments with whom consultations 
were held. 

It is gratifying to report that this policy had borne fruit in dimin- 
ishing fluctuations of exchange bet^Yeen gohl-standard countries ami 
silver-using countries. The most important influence exerted in this 
respect has been by the council for India, at London, in making its 
purchases of silver bullion to meet the coinage demands of Uritish 
India. A letter from Sir James Mackay, a member of this council, to 
the chairman of this Commission, states: 

I Uiink you will ol)S(M've from tlio price.s which the Secretary of State for IiiUia 
paid for tlie silver which he bought that regularity has, as far as possible. Ikhui 
observed, so as to present extreme tiuctii.atlous. 

Considering that the value of the silver bought l)y the Swretary of State since 
the Gth of March, 1000, up to the end «if September. 1004, has amounted to twelve 
millions sterling, the variation in prices luis. 1 think you will .^ee. lie<m extremely 
small. 

The figures presented by Sir James Mackay give only the average 
priTO paid for different lots of silver purcliased. They show that 
while the prices paid in 1903 and 1904 were lower than those i)aid in 
1900, the differences between the average maximum and minimum 
prices were less. The lowest average i)rice paid in 1903 was 23'^ 
pence between December 12 and Decemk>i-19; the highest average 
price for a given purchase was 27^ | pence between September ir> and 
October 2, 1903. The average of the prices paid during the period 
from September 15, 1903, to February 20, 1904, representing the pur- 
cha^ of 35,052,935 ounces, was 20^ pence. Purchases were then sus- 
pended until May 2, 1904. The average price for 18,300,044 ounces 
purchased Mween that date and August 27, 1904, or nearlv four 
months, was 20 L|. pence or about two-thirds of a penny less than the 
average for the previous scries of purchases. 

The figures just presented of the purchases for the coinage of Brit- 
ish India show a steadiness in the price of silver which has been raix‘ 
during the past decade. They are not absolutely conclusive, because 



REPORT OF JEREMIAH W. JENKS, COMMISSIONER DESIGNATED 
BY THE COMMISSION ON INTERNATIONAL EXCHANGE, WITH 
THE APPROVAL OF THE PRESIDENT, TO CARRY ON THE WORK 
OF THE COMMISSION IN THE FAR EAST. 


After tlie return of the Commission on Intcrnatiomil Exchange in 
the fall of li)0:5 from the work in Europe, as explained in detail in the 
earlier report of the Commission, I was designated by the Commission 
to continue its work in the Far East. A<*ting under special instruc- 
tions issued by tlie iSecretarv of State. October 24, 100-i, as printed on 
page of the previous report, the work was entered upon immedi- 
ately. 

JAPAN. 

On my arrival in Japan a special commission of twelve members, 
with Mr. Sakatani, the vice-minister of Hnance, as the chairman, was 
appointed to discuss in detail the plans of the American Commission. 
The other members of tlie Commission consisted of the presidents of 
the Bank of .Japan and of other leading banks of the country, together 
with representatives of the departments of foreign allairs, finance, 
commerce and industry, agriculture, etc. A more representative busi- 
ness commission or one with a stronger personnel could not have been 
selected. The names of the members, with their positions, as well as 
Ihe formal resolutions ^^hich they adojited at the close of the confer- 
ences are printed on page lfi2 of the preceding report. The following 
• naragraph from that report should be reprinted hei-e: 

In view of the present condition of China, it is too much to expect 
tliat the currency can be started at once on a perfect system, and as it 

is considorocl hifrhly disadvantageous to delay the ^ 

account, it is advisable to adopt the suggestions of the Aineucai 

Commission as a matter of expediency. But it must be 
that the utmost skill and care are needed to overcome the great diffi- 
culties which necessarily accompany the operation of the system. 

It will doubtless aid in imdei-standing the situation in the I' ai East, 
and the nature of the difficulties which the American Commi.s.smn had 
'to overcome in order to secure the approval of its plans, to indicate, in 

I rief the nature of some of the discussions held in Japan. 

The colitsioners appointed by the Japanese Government seenied 
t first somewhat divided in their opmion.s. One gi'oiip m as stiong 
ttLl to tigree with the conclusions of the English commission and 
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soon us tliut iiii^lit- Do pr«\ I < V ti nk.-? m i 

this view were not urged slrongly, hut were }ij)]>arently llie same in 
substance as those lieard in Europe ami were simply to (be ell'cct liial 
Cliina did not have a gold reserve and (hat i( wj)idd be ilillieult foi* a 
gold reserve to be secured within a brief (iine. It was fiii-(her urged 
that the adoption of a system on a gold basis would nMjuii'e more 
skilled financiers than China possesst*d, and that there would pmbablv 
he practical difliculties in persuading China (o’ engage propiu* for- 
eign help and give to sucli foreigners a suflicient degree of <liscre( ion. 

Othei*s of the commission thouglit it woidd be wiser for C’bina to 
adopt a monetary sy.stem witli a gold basis from tlu' beginning. 
Their idea was, however, tliat tliere should he no lialf-wav measures, 
but that the new coins issued by China or (he iiati(uial-haidc notes 
issued hy a new Chinese national hank to he established should be 
redeemable in gold within the cnimtrv itself at the option of (lie 
holder of the notes or of the silver coins. 

^Miile these views were indicated and incidentally outlined through 
questions and discussion.s, tlie main part of the time was taken 14) by 
llie commission in listenin;: lo the plans „f Hr. American Commission, 
and m questioning and di.scussing tlie dilliculties ami merits of tliost' 
p ans. The coinmission consisting largely of bankers, s]>ecial em- 
phiisis was naturally laid upon the (|ueslion.s which were connected 
with foreign exchange. Tlie practical ilillicully was emphasized of 
hxing a rate of exchange at whicli tlie Cliinest^ (JovermneUt treasurv 
won d sell bills on foreign countries and of having Unit rate sonie- 
lat above what might be considered the normal hanking rate in 
accordance with the system adopted in tlie Philippine Ishuids and 
ecomniended by the American Commission in Europe, as exiihiined 
the previous report on pages 130 et .sry. A somewlnit detaileil 
scussion of this subject, however, scorned to convince the coin- 
nission that if the management of the system were put into (he 
hands of thorouglily skilled financic-s, who nnderstood the subject 

of the Phn-"" ^ The experience 

CO. / I?'’'"" >'»« ‘lonhtless served 

esc commission to tho same extent ns thev T 

of the European commissions. The'reason forall^onWesris that 
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Japan herself, under the leadership of several of these same men who 
were memhci's of this commission, had succeeded in maintaining the 
gold standard in Japan in the face of an adverse balance of trade for 
several years, so that they understood thoroughly well the practical 
measures which it might he desii-able or even necessary to take in 
order to secure the end desired, of maintaining unquestionably the 
parity. The commission in no way minimized the difficulties; in fact, 
the practical nature of those difficulties and the exact way in which 
they woidd aris<‘ were j)ointed out with a clearness and precision 
which was not surpassed in any of the discussions elsewhere. Possi- 
bly, however, no other country had had the same experience in this 
regard as had Japan, and nowhere else were the methods to be fol- 
lowed pointed out in quite the same detail as in the discussions in 


Tokyo. 

It lias alreadv been noted that, at the close of the discussions, 

% 

tlie Japanese commission adopted a series of favorable resolutions. 
While intimating that the single gold-standard system, like the one 
for example in Japan, is the end which it is desired to reach, it 
declared, nevertheless, that in view of the present conditions in China 
it is advisable to adopt the suggestions of the American Commission 
as a matter of expediency. Attention was of course called to the 
difficidties in the way and to the need of expert help of the highest 
(juality. 

This direct indoi-scMiient of the views of the American Commission 
anil the cordial treatment of this whole sub^'ct by the Japanese 
(lovernment could not fail to have a good innuence upon the Chinese 
(iovernment in its discussion of a question which is of so great impor- 
tance in connection with the welfare of China. 


THE PHILIPPINES. 

The new Philippines currency for which provision was made in 
tlie Philippine coinage act, approved by the President March 2, 1903, 
began its circulation in the Islands July 23 of that year. As the in- 
sular treasury l>egan immediately the payment of the Go^einmen 
eniplovees and of its bills to a considerable extent in the new cur- 
rency rather large sums went without difficulty into circulation. It 
soon* became evident, however, that for many purposes the old local 
currency, consisting of Spanish-Filipino dollai-s and of Mexican 
dollai-s, was practically as ertective in purchasing power in certain 
directions as were the new Philippine coins, although the latter were 
worth $0.50 gold and the former worth from, say, $0.40 to $0.4o. 
Prices having been fixed formerly in terms of the Mexican dollai 
would naturally remain at the same rate unless especial 
made to change. Inasmuch as it was more profitable for the dealere 
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io receive n more valuable coin, they at first allowed their prices to 
remain the same in the new riiilippines currency as in Mexican. 

In consequence of the above conditions it was found lltal' very many 
of the Government officials, after receiving their pay in the new coins, 
were able to make a profit of from 10 to 15 per cent by exchanging 
these coins for Mexican and Spanish-Filipino coins and paying for 
their purchases of goods, and especially of provisions at (he inarkids, in 
the cheaper coins. The local sellei-s of produc(‘ wen*, generally speak- 
ing, willing to sell at the old rates, although (lie European shops an<l 
occasionally the native shops demanded the new coins. In the, latter 
case, however, they frequently, if not generally, attempted to get as 
many of them as they had formerly demanded of local dollai*s. 

Likewi.se house servants and lalioiers in general, as well as tin* 
plantation sellers of hemp and of sugar, had not in the (irst four 
months after the introduction of the new coins learned to any very 
great extent the advantage that might come to them from demanding 
their pay in (he new currency. I'his was the ease. e\'en though it was 
known by those who had kept themselves informed, (hat after the 
1st of January, 1901, the Mexican dollai-s would be demonel ize<l and 
no longer received by the Government. A good many imlividuals, 
however, did after the Ist of January demand the new coins, and 
there was a very patriotic movement on the part of very many, if not 
even of most Government officials and other Americans, to pay wages 
to their servants in these new coins at the same rates which they had 
formerly paid in the Mexican coins, in order to encourage the use of 
the new money and to help the Government. 

Importers, government officials, and a good many of the merchants 
who felt that their interests would be largely promoted by stability 
m the rates of exchange very promptly changed their accounts into 
the new currency, and made efforts in every possible way to aid the 
government in the introduction of the new coins. On the other hand, 
exporters, whose interests were advanced by buying their goods for 
c.xport in the old local curi*ency, very generally did not change their 
system of accounting: and they encouraged the use of Mexican and 
Spanish Filipino coins to the discredit of the new currency. 

It had been part of the plan formulated by the Philippines cur- 
i-ency act that whenever bills of exchange were sold in Manila against 
the gold-reserve fund in New York, the new coins which were received 
in payment for these bills of exchange would be withdrawn from 
circulation, and that this withdrawal, producing a contraction of the 
currency, would lead to a fall in the rates of exchange in terms of 
Ae new currency. During this earlier period, however, of the intro- 
duction of the new coins, before the old local currency had lH.comc to 
any noteworthy extent exhausted, and also before any legal action had 

S. Poc, 128, u8-^ 5 ® 
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Ikhmi taken to prevent the iinpoHation of Mexican dollai-s from Hong- 
kong and elsewhere, tins selling of bills of exchange against the gold 
reserve in New York in order to maintain the parity of the new 
Philippine coins did not work exactly in the way that had been 
anticipated under the law. and in the way that it doubtless will work 
now that the oUl local currency is practically eliminated from cir- 
culation. 

Owing in part to the very large importations of rice, in part also 
(o the great scarcity of money in New York, which led the New York 
banks to wish to secure additional money for circulation in that State, 
there was. through September. October, and November, 1003, a strong 
demand for bills of exchange on New York to he paid for in the 
Philippines currency. It was temporarily, of course, to he withdrawn 
from circulation. These demands for exchange came largely from 
the Manila banks which had either their main oflices or other branches 
in New York City. The readiness of the j)eoj)le to continue the use 
of Mexican and Spanish-Filipino dollars, and the ease with which 
Mexican dollars could l)e imported, made it practically impos- 
sible to contract the currency sufhciently by the sale of these bills of 
exchange and the withdrawal of this currency from circulation unless 
some further means were devised to prevent the reimportation of 
Mexican dollars. As a matter of fact, owing to the withdrawal of 
these coins paid for bills of exchange, there were actually fewer 
Philii)pine coins in circulation among the people on the 1st of Janu- 
arv. than on the Ist of December. 1903, and by the middle of 

January. 1904, about half a million of Mexican dollars had been 
imported. Owing to the fact that the currency legislation for the 
Philii)pines was thus apparently in certain respects not working satis- 
factorily. and that supplementary legislation might very possibly 
be needed, the Secretary of M'ar had asked the member of the Com- 
mission on Internationa] Exchange who was going to the Orient, to 
visit the Philippine Islands, there to take counsel with the Philippine 
Commission, and after study of the local conditions to make to the 
Commission any suggestions for legislation which seemed advisable. 

Ill consequence, on his arrival in the Philippine Islands about the 
middle of December, the American commissioner entered into a 
detailed study of the local-currency situation with the commission, 
particularly with the aid and counsel of the very enicient chief of tiie 
division ofPie currency, Mr. E. W. Kemmerer. He visited all of the 
leading bankers and the heads of many of the leading busine.ss houses, 
and talked over the situation as fully as pos.sible with representative 
business men of various classes and intere.sts. After these* investiga- 
tions and detailed discus-sions with the members of the commis.sion, 
the commission decided upon further legislative action. 
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In order to meet the conditions mentioned iihove and to niala^ it, on 
the whole, less profitable to use Mexican dollars than to use the new 
Philippines currency, as well as also to enable the government to 
bring about a real contraction of the currency by the sale of bills of 
exchange in case of necessity, the following action was taken : 

On the 31st of December, 1903, the Government passed an act pro- 
viding for the demonetization of Mexican coins, and stating that they 
would no longer be received by the Government. Spanisli-h ilipino 
coins were to be redeemed by the Government until duly 1, IttOl, at 
a rate substantially e(iuivalent to the buying price in Mexicans of 
gold at the banks, this rate to he changed from time to time by the 
Government, in accordance with local conditions. This act jilaced 
a valuation upon the Spanish-Filipino coins of something like 10 per 
cent above their bullion value. It was, however, f(*lt to bi‘ oidy fail* 
to the people to enable them to dispose of their local Spanish-Filipino 
coins at substantially the same rate as Mexican dollars were worth. 
The Government agreed likewise to continue the ix*ceij)l of Spanish- 
Filipino coins in payment of Government obligations until Sep- 
tember 30, 1904; after that it was to receive them oidy at their bullion 
value. 


On the 14th of January, 1904, a second act was passed for the pur- 
pose of maintaining the parity of the Philippines currency by pro- 
hibiting the importation into the Philippine Islands of Mexican cur- 
rency, Spanish-Filipino currency, and any other metallic currency 
which is not upon a gold basis. The penalty for violation of the law 
was forfeiture of the entire importation, one-third of the bullion 
value of the sum so forfeited to be payable to the person upon whose 
information the seizure of the money was made, the other two-thirds 
to accrue to the gold-standard fund. Money actually on shipboard 
at the time of the passage of the act was exempted, and passonger.s 
were permitted to bring in small sums — first-class passengers to an 
amount not exceeding in value 50 Philippine pesos; second-class pas- 
sengei’s, a value of 20, and each third-class passenger a sum not 
exceeding 10. In addition to the forfeiture, a fine of not more than 

10,000 pesos or imprisonment not exceeding one year or both, might 
likewise be imposed. 

Inasmuch as before the passage of this act it had proved impossible 
to contract the currency by withdrawing from circulation the new 
1 hilippme coins paid into the Treasury in exchange for bills of ex- 
change on New York, since any relative scarcity would bo made up 
by the importation of Mexican dollars, it had ‘become necessary to 
lake some such action as that provided for in this bill. It was realized 
of course, by the Government, that there might be more or less illicit 
importation on account of the wide extent of the coasts; but, in spite 
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of tliat fact, it was felt tliat importations could not be made in very 
large sums, and moreover, that, as soon as the new currency was once 
firmly established, there would be no further temptation to evade the 
law. It would not Ik' possible, therefore, within the comparatively 
short period when smuggling would be profitable, to import contrary 
to law sufficient quantities to aflect materially the establishment of the 
new system. 

It was thought, however, that this act alone might not prove suffi- 
cient. So long as the old local currency, Mexican doIlai*s, Spanish- 
Filipino pesos, and the old minor coins were in circulation at a less 
value than the new Philippine pesos, the effort would be made by c.x- 
porters, employei-s of labor, and others buying provisions from local 
dealers to keep these old coins in circulation. It seemed desirable, if 
possible, to devise some means by which the new Philippine coins 
would 1)0 made cheaper for use by the common people than the old 
local coins, while at the same time they would possess the added ad- 
vantages of a fixed value in terms of gold or of United States cur- 
rency, of well-established ratios of value among themselves, and of 
the other advantages which went with them, such as certificates, etc. 

The suggestion was made emphatically by many of the business 
men in Manila, particularly it seemed by those who would have the 
opportunity of becoming large holders of the old local coins, that the 
Government redeem them at a value somewhat higher than their regu- 
lar market value, the most common suggestion being that it redeem 
them at par with the new Philippine coins. The Government felt, 
however, that it was under no ol)ligation whatever to redeem the Mexi- 
can coins which had Ijccn received by their pre.sent liolders at tlieir 
bullion value, and that, if it redeemed the Spanish-Filipino coins 
at their regular circulation value— that is to say, a value equal to the 
.Mexicans and about 10 per cent above their bullion value— it would be 
doing full justice to the holders. Any price above that would stimu- 
late speculation, would place an additional and probably unneccssaiy 
burden upon the taxpayers, would tend to demoralize markets by a 
sudden change in prices, and would probably enable a comparatively 
few of the more shrewd or more powerful to profit at the expense of 

the mass of the people. i i 

It therefore decided that the most nearly just plan on the whole, as 
well as the one which could be carried out with the least disturbance to 
business, was to impose a tax upon the use of the old local currency, the 
tax. however, not to take effect for several months, in order that the 
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tho nUe gradually incronsing month by month from 1 pin- omiI Octo- 
ber 1 until it reached a 5 per e*ent rate Decemljer 81, Mini. Due 
' exceptions were of coui'se made so as to avoid injustice to those who 
had made previous contracts in terms of tho local currency; also 
suitahle provisions with reference to moneys collected foi- piii’poses of 
export, etc. 

It was further provided that an announcement jmblished in all of 
the principal languages and dialects of the islands be j)repared and 
circulated, which should explain the new currency and the more im- 
portant laws and regulations pertaining to its use, as well as the 
methods provided for the withdrawal of the local cun*ency from cir- 
culation. These proclamations were to be sent to the provincial gov- 
ernors, provincial and municipal treasurers, presidents, and munici- 
pal councilors throughout the islands, and were to lx* postcal and 
advertised as widely as possible everywhere. These* two acts, so 
important in their nature and so ert'ective in their ultimate results, 
are printed in full in Appendix B, 8, 4. 

Before the American commissioner left the islands, he was refjnest<*d 
by the governor to make further recommendations !*egarding any 
other action which might prove desirable, in order that the system 
l)e carried fully into effect. 

After consultation, therefore, with the chief of the division of the 
currency, with membei*s of the connnission, and others, it was further 
suggested : 

1. That provision be made so that the insular treasurer in redeem- 
ing Spanish-I ilipino coins should receive as of e<p)al value with them 
such other copper coins as in ordinary use circulated in the islands at 
a parity with Spanish-Filipino copper coins. This copper money 
was of coui-se to a very considerable extent the money of the common 
people. It was rarely found in the banks, and the exchange could 
leadily be made only by the Government or by some pei*sons acting 
as agents of the Government. Of coui*se such coins as those of Brit- 
ish North Borneo and of the Straits Settlements, some of which wore 
in circulation in the islands, would be redeemed at something of a 
loss, but it was very desirable that the copper money be taken out of 
circulation and the new copper be introduced. For this reason it 
seemed best for the Government to stand a slight loss, if necessary, 

m order to get rid of these coins which could not be exported in most 
cases by private individuals without a loss. 

It was thought that it would be wise, therefore, for the insular 
treasurer to place redemption agents in the principal market in 
Manila and m the other leading markets throughout the provinces to 

M '“f “"I™ be made 

hrst m a small way m Manila and that tKe service then be extended 

elsewhere if it should prove advisable. 
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Tlio exchange for tlie minor silver coins should be made at the estab- 
lislied Government rates, l)iit tlie people should be allowed to exchange 
tlieir copper coins in sums certainly as small as 50 centavos. ^Miere it * 
would not be possible to make the rates for the copper coins exactly 
tlie same as those for the larger ones, because it was customary for 
four copper coins to pass as equal to 5 centavos, it seemed that the 
fractional benefit should be given to the people. The rates of ex- 
change should be posted and agents who could speak the language 
should be emiiloyed to make tlie exchanges. 

2. If the price of Mexican currency were to fall so low that it 
could Ih' profitably purchased as bullion, it was recommended that 
the (lovernment purchase it promptly. The same principle should 
also hold with reference to the small Chinese and other silver coins. 


3. Under tlie gold-standard act it was provided that the Govern- 
ment charge for exchange sold on New York by the Government in 
Manila be three-fourths of 1 jier cent for sight drafts, and 1^ per cent 
for telegraphic transfei's, the same rates to be charged for drafts sold 
in New York on tlie treasury in Manila. The power was, however, 
granted to the secretary of finance and justice to change these rates 
temporarily by special order. 

Experience seemed to have shown that, owing to the nature of the 
business between the Philippine Islands and other countries, espe- 
cially that with the United States, it would not infrequently happen 
that drafts on New York would be sold in Manila at tlie Government 
rates. The chief jmrchasei*s were the banks, who bought drafts in 
largo sums and then sold smaller drafts at slightly higher rates to 
their customers. Of course the larger importers bought from the Gov- 
ernment directly. No drafts, however, were sold by the Government 
agent in New York on tlie treasury in Manila, and as time went on it 
became evident that from the nature of the ordinary business and 


trade such bills would not be sold so long as the rates remained as 
fixed in the law. It was considered extremely important (hat, since 
comparatively large sums were drawn from the gold fund in New 
York by drafts sold against it in Manila, this fund should be replen- 
ished usually bv drafts on Manila paid for in gold in New "iork. It 
was suggested,' therefore, that from conditions as they appeared at 
(hat time, a change in the rate of drafts on Manila be made. The 
rate of one-half per cent for demand drafts and three-fourths per 
cent for telegraphic transfers seemed to the commissioner to be about 


right. , 

4, Inasmuch as it probably would be best ultimately to rely mostly 

upon selliii!' exchange for the maintenance of the parity of the new 
coins and for the regulation of the quantity of the currency of vari- 
ous kinds in the islands, it would probably be wise if some of the gold 
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in the treasury in Manila were sold or transferred i<. llu' Unilrd 

States, where it would draw interest. 

5. It was thought also that later, although not inmiediately, it 
would probably be found wise to stop the practice of redeeming (he 
Pliilippines currency in United States currency as provided in pai-a- 
grapli 3 of section 5 of the gold-standard act. 

fi. It was also advised, in conjunction with Mr. JCemnierer, the chief 
of the division of the currency, that the (Joveniment deposits in the 
banks be determined upon and maintained solely in the interests of 
tlie gold-standard fund and the convenience of the Ciovernment in 
putting money into circulation without attempting in any way to 
relieve monetary stringency or other commercial trouble l)y increasing 
or withdrawing deposits from the banks. It seemed the best policy to 
interfere as little as possible with the normal movements of business 
and so to arrange the Government control, whenever any control is 
necessary, as to permit the monetary system to work as nearly as pos- 
sible automatically. If the Govermnent were to state fully and com- 
pletely its method in the law and then would not change its i)olicy. it 
was felt that the new system would work substantially as woidil a 
regular gold-standard system. 

7. The system of bank-note issue in the Philippines is not complete, 
at the present time, only one bank issuing notes, and that under the 
Spanish charter. There seems to be some legal question as to whetlier 
the Spanish bank has not, under tlie law, a monopoly, so that no more 
complete system can be organized without its consent. It seemed, 
however, desirable that at the proper time the matter be taken up, 
and that, if possible, some arrangement be made by which a more 
satisfactory bank-note system could be established. 

Soon after the passage of the act taxing the local coins, and after 
the proclamations had been issued explaining the new monetary s^'s- 
tem, the treasury department established in the principal market in 
Manila a stall for the exchange of the old copper coins for the new. 
It had been found that there was a very small demand for the new 
copper coins. The experience of the first few days, when an effort 
was made to persuade the market women and the customers to ex- 
change the old money for the new, showed that at the regular rates 
established for silver it was unprofitable for the people to make the 
exchange and that comparatively few cared to get the new coins This 
was the experience from that time until the tax went into effect, so far 
as the removal of the old copper coins is concerned. 

On the other hand, there has been little hesitation about accepting 
Ae new copper coins. There has been a great scarcity for some year? 
of small change in both ManUa and the proyinees, and the new coins 
were heartily welcomed. In a good.many cases, owing in part to con- 
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fusion on the part of the people, the new coins became a source of 
speculation in the provinces. As has been slated before, 4 of the old 
coins [)assed for .» cents Alexican. Tlie new copper coins, of course, 
could be obtained 100 for a peso. If tliey could be passed otf as tlie 
ohl coins Avere, 80 for a peso, there Avas a large margin of profit. It 
Avas found that in many cases people Avitli considerable means, and 
oA’en, in some instances, (iovernment officials in tlie proAunces, Avere 
making an effort to secure control of rather large cjuantities of these 
new copper coins, either by asking that their entire salary for tlie 
month be paid in the coins or by bringing silver to the provincial or 
municipal treasurer and exchanging it for these coins. These, then, 
Avere bought 100 for tlie ])eso, and Avere paid out in many cases at the 
rate of 80 to a peso. Comparatively soon, hoAveA’er, it became generally 
knoAvn that the (Iovernment stood ready to furnish the copper cen- 
tavos in any quantity at the rate of 100 to the ncAv Philippine peso, 
and this speculation has apparently largely stopped. 

Under date of November ff, 1904, tlie secretary of finance and justice 
issued the following order Tegarding the rates at Avhich bills of ex- 
change should be sold in NeAv York against the gold fund in Manila. 
The order came as a cablegram, in the folloAving form: 

Advise deiMasitois. in tlie Uniletl States of gold-standard fund to sell demand 
drafts on the rhiliin»ine treasury at three-eightlis of 1 per cent and telegraphic 
transfers at three-fourths of 1 jh*i cent in sums not less than $5,000. Rate 
temporarily tixed by Secretary of Finance and Justice in accordance Avith suh- 
KtH.‘tion I of stH-tion 7. .\ct 9:JS. 


This action of the Philippine government seems to be such that 
the gold-standard fund, under (liese rates, Avill probably become auto- 
matically self-sustaining. In case it should he found that the de- 
mands continue jiractieally permanently too strong on either side, 
of course the rale can be readjusted by a ncAV executive order. It. 
however, is extremely desirable that as soon as possible the rate Ik? 
found Avhich Avill best sustain the gold-standard fund and likcAvise 
best meet the needs of business. Then no further change should be 
made, in order that business men may count absolutely upon the rate 
remaining unchanged. In all probability that rate has already been 
found. 

It Avill Im‘ noted from Avhat has been said aboA'o that the Philippine 
currency question may he considered substantially as settled. In the 
last rei)ort of the chief of the Ihireau of Insular Affairs in the War 
Department in this connection the folloAving statement is made:® 

The I’hilippinc curroncy act w'as passwl l>y t'ongress April 3, lUOJt. The liiNt 
riDW IMulii'pitu* ['dso was plnc‘<‘d in circulation July 23, VMKi. 

Sinci* tliat time the Government has eliminatiHl 30 or *10 millions of dehnsiHl 


]*eporl iH) this is )trinted in full in .\|»|Maidi\ It, 2. 
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currem-y and has snhstitute<l for it a furreuoy liaswl upon the Kold slaudnnl 
without serious jar or dislocation — all acn>niplislicd within scvc'iiiccn iiiontlis. 
In tile ininds of li)iancii>r.s and haiiki'rs lids acconi|dislinM?iit is considered a 
wonderful achievonient, unique in the hisl<»ry of the world. 

This is ccrtiiinly n remarkaltle showing, ami one llial may pn)])erly 
aft'ord to the Philippine govermneiil. ami to lliose inleresliMl in its 
stiece.'vs ^reat satisfaction. 

CHINA. 

The general plan of work followed hy the American commissioner 
in China has already l)een outlined in the general report of tlie eom- 
mis.sion, beginning with page 14. Tl\e pamphlet wliich was prepared 
for distribution in China to form the basis of discussions with 
Chinese officials is printed in full as Appendix A 1. The pamplilet 
apparently awakened considerable interest. The (lOveniment liad 
already (•ommitted itstdf to a revision of its monetarv system, aiul 
there had been many publications from various bankers aiid Inisiness 
men in China advising the Government regarding the best methods 
of carrying out the reform. Moreover, inasmuch as the Chinese Gov- 
ernment had invited tlie assistance of the (iovernmcnt of the United 
States, the pamphlet assumed somewliat more of an official character 
than had been the case with those which preceded it, and the Iii«-liest 
officials, Imowing that they would probably ultimately lie called upon 
to express to the Government some opinion regarding the merits of 
the plan, felt compelled to look somewhat carefully into tlie subject, 

and the pamphlet was eagerly read. Some of the Chinese papers 
printed it in full in installments. 

The general nature of the work of the commissioner Imving alrea.lv 
Deen outlined, it remains here only to enter somewhat more into detail 

in present monetary and business conditions 

m China, as well as of the attitude of the different classes in the coin- 

mimity government officials, business men, etc.— toward this reform, 

NMth a more detailed statement of the rec-eption of the proposals made. 

1. MONIirrvVRY AND BITSINI3SS CONDITIONS. 

TRADE WITH tX)llEIflNERS. 

The conditions under which trade with foreignei-s is carried on in 
Chma ai-c so diflerent from those which obtain in the internal trade 
that It IS b^t to consider those conditions under separate heads The 

ChiTr^ ^ ‘'“'O'lgl' native 

Chinese eompradores or manage, -s, make their purchases from the 
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luitive sliippers aiul producers in the interior, and in the same way 
through these native dealers sell to the Chinese consuinei‘s the goods 
which they import. The foreigners tlieinselves in tnany cases have 
practically nothing to do with the actual transaction of business 
with the natives themselves. They look after the selling of the 
goods which they are exporting to foreign countries. They see to 
the j)urehase in foreign countries of the goods which the\' arc im- 
porting. 1'hey do the banking business both ways with the foreign 
countries: their real dealings in China itself are practically intrusted 
entirely to (heir native manager, the compradore. 

In their <lealings with foreign countries they generally use as a 
monetary basis the pound sterling. Of coui*se, if they are dealing 
with the United States or Japan or France, they may use the dollar 
or the yen or the franc. Even then, however, in many cases the ex- 
changes are made on the sterling basis and the matter of settlement 
is simply another step beyoiul the exchange from the native monetary 
unit into pounds sterling or visa vei^sa. 

In their dealings with the natives, through their compradores. they 
must, of necessity, use the native unit, which is, generally speaking, 
the tael. The tael, however, as is well known, is no invariable unit in 
general use throughout China. The largest business houses are at 
Shanghai. Therel of course, the so-called Shanghai tael is the unit. 
If the person is doing business in Canton, he will find the Canton tael 
as its unit. In Tientsin, that city has its separate tael. In Peking, 
two are in common use — the Kungfa tael for ordinary commercial 
dealings: the lOup'ing tael for dealings with the Government, pay- 
ment of taxes, etc. 

^kloreovm*. the importer or exporter in paying his diies to the Im- 
perial Customs Service makes use of the Ilaikwan tael, which is some- 
what heavier still than any of the others mentioned. 

The foreign business man in Shanghai, for example, becomes thus 
familiar with the Shanghai tael and more or less with the Ilaikwan 
tael He learns to know thoroughly well the ratios which these bear, 
each to the other (100 Ilaikwan taels=11.4 Shanghai taels). He is 
fully familiar with tlie tael fluctuations in the value of the Shanghai 
tael' as compared with the pound sterling, inasmuch as the tael is a 
mere weight of silver and in consetpience its value fluctuates from day 
to dav witli the market price of silver bullion. IIis compradore, how- 
ever ov his other agents who have dealings with the natives m the 
intertor have a much more licwildering variety of moneys to deal with. 
In practically every dillerent city of consequence, as they go into the 
interior selling their goods or making purchases, a new tael \\ill ^ 
found, having a new ratio of exchange with the Shanghai tael, and m 
overv case the reckoning must be made from one money into the other. 

*in an article in the Journal of the China Branch of the 
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Royal Asiatic, enumerates 78 different taels, with their relative 
weights and values. (See A])[)endix A, IV^ 2 . 

In Shanghai itself, for ordinary business dealings among bn- 
eigners as well as among the natives in their local transactions there, 
the Mexican dollar is the common unit of payment. Tlie merchant 
must, therefore, he familiar, not merely with the ratio of the pound 
sterlini? and the tael, but also with the ratio of the tael and the Mexi- 
can dollar. His goods have been paid for in pounds sterling. They 
will be sold for Mexican dollai*s. The Mexican dollar being itself a 
coin with no legal tender qualities has its value dependent maiidy 
upon its value as bidlion. Inasmuch, however, as in some parts of 
China the Mexican dollar is the generally accepted monetary unit, 
and, as such, the most convenient money there for trade purposes, it 
has a special use of its own, and its value varies often by several 
hundredths from the bullion value which forms the chief basis for its 
exchange value. 

If the merchant is one of importance, whose business extends pretty 

generally into the different parts of China, his business methods 

become still far more complicated than is imj)Iied in the foregoing. 

In Shanghai the chief monetary unit in retail trade is. as has been 

said, the Mexican dollar. If one go^s up the Yangtze River for a day 

or so, he will find places where the unit of most general acceptability 

in the towns is the Carolus dollar, an old Spanish dollar which was 

introduced into the country many years ago and which has retained 

its reputation in certain localities to a surprising extent, inasmuch as 

its value is generally maintained at a rate considerably above its 

bullion value. In certain localities the reputation of the Carolus 

dollar has been so astonishingly satisfactory that, at the present time, 

even well-made counterfeits, which are known to be counterfeits, have 

a regular fixed value and circulate readily. For example, one witness 

states that in a town where he lived a Carolus dollar of tiie standard 

type passed for 100 units. One counterfeit of the same dollar, which 

was well known and comparatively easily recognized, passed for some- 

tlung like 92 per cent of the original, while a second counterfeit, also 

well known and easily recognized, passed for only some 83 per cent of 
the original. 

On ascending the river as far as Hankow the province of Hupeh is 
reached, which has a separate coinage of its own, and the Hupeh dol- 
are are practically the only ones seen in common circulation and the 
only ones which are readUy accepted. The Hupeh mint has possibly 
the best reputation of any of the independent mints of China- the 
wins are well made and their reputation seems rapidly extending. 

Her to T Hupeh doUars. The contractors building the line, in 
order to save themselves the trouble of carrying tons of “ cash,” have 
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used tlio dollars, or dollar notes, in paying;: off their laborers; the rail- 
road itself will take in j)ayment for railway fares nothing but these 
dollars or the Hupeh provincial notes issued in terms of these dollai'S, 
so that, on the whole, their range of validity in use is rapidly extend- 
ins:, and has now even ffone considerahlv hevond the bounds of the 
jii’ovince itself. I have already indicated the fact that the Hupeh 
government has issued government notes based on these dollars, and 
these notes on account of their gi’eater convenience are becoming pop- 
ular. Tliere has been no hesitation whatever as yet on the part of the 
government in redeeming them on demand, and they pass at par with- 
out the slighte.st difficulty. 

If, instead of going toward Hankow, one were to go from Shanghai 
to Canton, a separate dollar — the Canton dollar — would be found. If 


the traveler were to go north to Tientsin he would find in common use 
the Peiyang dollar coin in Tientsin, or. iierhaps equally common, the 
British dollar coined at Hongkong. In Peking the British dollar is 
])referred to the Peiyang dollar, even though the latter is coined in the 
same province and the former is a foreign coin. The natives have 
discovered that the British dollar is likely to be of a ratlier better 
quality of silver, and in consequence it is preferred for purposes of 
melting. It is not unusual, when making a small purchase and hag- 
gling over the price, to have the local dealer finally accept an offer on 
coiufition that he be paid in the “ man " dollar instead of the Peiyang, 
the British dollar being generally called among the natives the “man” 
dollar on account of its having the device on the dollar of a figure of 
a human being. Sometimes even, in these localities, one finds the 
Kirin dollar from Jlanchiiria, although on account of the poor quality 
of the silver which it sometimes contains it is not generally acceptable. 

Besides the dollars already mentioned, which are found in the larger 
places and which are not e.\actly interchangeable one for the other m 
lar^re (juantities in any place, some being always rather more in de- 
mand than others and in consequence at a slight premium, there are 
other dollars found in Nanking, Fuchqw, and elsewliere. 

It should be kept in mind also that, although practically all of tl^ 
native dollars are supi.osed to represent seventy-two one-hundredths 
of the K-up'ing tael, while the British dollar is very nearly the same in 
wei<rht— Hfi grains— no one of the mints has a reputation absolutely 
above suspicion. As lias been intimated, the Kirin dollar 
churia is generallv unacceptable in other provinces further south, but 
the Peiyang dolh.r and the Canton dollar are also, it is generally 
known at times light in weight or deficient in quality, and e\ui the 
Hupeh dollar, which is probably best in reputation of tliem all, is not 
entirely above suspicion and is occasionaly discounted. 

The difficulties of the dealings of the foreign merchant ^ould. hoi - 
ever, onb le well begun with wliat has been said above if he were to 
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attempt to cxteiul his trade himself into the interior away fi-(nii (In's 
treaty ports and the host known lines of travel wliere llie best kn{)wn 
dollars and taels are in eominon use. The dinienllies of the internal 
trade along similar lines will he spoken of somewhat later. It is !«*(- 
ter, while wc are dealing with the import and e.\por( ti’ade, to confine 
oui*selves somewhat more closely to the special dllliculties along that 
line of business. 

Although the great variety of moneys in use makes hnsiiu'ss dinicnlt, 
the greatest risk and difficulty in connection with the monelarv sys- 
tem comes from the fact that all of these moneys in (Miina are on a 
silver basis, while the importer or exporter in most cas<*s must settles 
his home trades on a gold basis. He may make a purchase in Lotidon, 
for example, when the pound sterling would be worth,. say, H Slmngbai 
taels, and may even have arranged to .sell his goods on that basis to be 
paid for on delivery. IJy the time the goods reach Slianghai, Imw- 
cver, a fall in the price of silver may well have made 8 lads worth no 
more in terms of gold tlian GJ or 7 would have hccii at the lime the 

purchase was made, and his prospective profits may thus have been 
turned into a loss. 

This continual fluctuation in the value of tlie tael as eompared with 
the pound sterling has made the import and export trade partake so 
much of the nature of gambling that, although some fortunes have 
been made, others have been lost through no faidt of the merehants 
concerned or with nothing to their credit. Such a state of affairs 
practically forces the most conservative business man into paving 
undue attention to the conditions of the money market at the expense 
of the care which he should give to his mercantile business proper. 
Fortunes are so easily made or lost through the fluctuations in e\- 
chanp that many merchants have not the stability of character to 

of care to studying the wants 

“hrm!Lr n attempting to supply these wants 
throiigli legitimate trade measures. Of course, miinv of (he risks 

““^i arranging with' the hanks for 
forward rates of c-xchange. This, however, is always expensive and 

3 11“ T '’“mi soiLwhat, the 

nortW r “ imparting or ex- 

he Sr r Sivon a monetary system, 

comparLf with 

the LIKIN. 
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iiuuiy places in Cliina. These duties are practically internal transit 
duties, which are collected on goods in transit, passing various likin 
stations, established ordinarily by the provincial authorities. A 
smaller tax is the octroi, levied by various cities at the city gates, 
especially, of course, on country produce brought into the city for 
sale. Under various treaties with foreign powers attempts have been 
made to a'bolish these likin duties and to substitute in their stead a 
certain fixed charge, which shall be added to the customs duties when 
goods are imported. In many cases this result has been attained, and 
the importer whose goods are destined for consumption in the inte- 
rior may pay his additional customs duty, usually 2^ per cent in 
addition to the 5 per cent customs. The new treaties with Great 
Britain, the United States, and Japan permit a surtax of one and one- 
half the customs (i. e., 12^ per cent in all) on imports and of one-half 
the export duty with a maximum total of 7^ per cent. Wlien these 
taxes are paid, the dealer may receive a pass which entitles his goods 
to transit into the interior or to the coast without further payment to 

tlie likin officials. ^ 

Tlie trade is, nevertheless, in many cases seriously hampered. The 
likin officials must be visited, the pass presented, and its validity 
passed upon. In many cases the officials, in order to make some per- 
sonal profit, so delay the transit of the goods in the examination and 
the demanding of passes that the small bribe desired is frequently 
paid in order to save time. Moreover, the dispute as to exactly what 
is intended by the payment of these transit duties is not yet entirely 
settled. The foreigiicrs, who are naturally anxious to have their 
trade burdened as little as possible, insist Biat the goods arc to bo 
free from duties until they are practically in the hands of the con- 
sumer. The native official, on the otlicr hand, claims that as soon as 
they are stopped in their regular transit and are delivered to the 
consignee at the interior port, the validity of the transit pas.s ends, 
and the goods may then he subjected to further local ta.xation befoi-e 

they are finally placed in the hands of the consumer. 

Much has been done, especially under the late treaties, to remove 
this burden of the likin, but it is not felt that the desired end has yet 
been reached. Tiie Chinese Government, however, apparently has 
seen the desiral)i!itv of meeting fairly these demandsof the foreigners. 
Committees have already been at work to see if it were possib e to 
provide satisfactory substitutes in the fonn of taxes of anotiier kind 
to take the place of the revenue which will be lost to the provincial 
officials from (he actual abolition of the likin duti^ unless the cen- 
tral Government makes compensation, and it is to be hoped that in 

the not distant future this evil will be removed. 

One chief trouble, wliieh has come through the payment of the. 
likin duties when transit is not provided for as above, is that they 
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are naturally made payable in each separate province, or even minor 
political subdivision, in the local money. If, therefore, the shipper 
offers to pay in dollars the demand will probably be made in taels. 
If he is familiar with the Shanghai tael it may well Ik* that the 
demand will be made in terms of a local tael, and whenever tlie 
opportunity otfei'S for changing from one system of taels to anotlier 
the advantage is, of course, always taken by the local oflicial or local 
money changer who is acting with tlie official in making the exchange. 

These customs of taking advantage of the exchange are, of course, 
found not merely among the officials in their governmental dealings, 
but are generally found elsewhere as well. The foreign banks, for 
example, when changing pounds sterling into dollars for Phiropean 
customers, reckon first the rates of exchange into taels with, of course, 
the usual exchange profit, and then the taels into dollars with a sec- 
ond profit. A similar mode of procedure is. of course, adojitetl by 
every person who has it in his power to j)erform the sei'vice of ex- 
changing money, and the exchange business, while i)rofilabIe in itself, 
lias thus become an extremely troublesome hindrance to mercantile 
business, both in the export and import trade and in llie more strictly 
internal trade. 

BANKS AND BANKING. 


The banking business in China is of gi-eat antiquity, the general 

principles having apparently been fairly well understood and the 

busmen practiced in China long before any such business was estab- 
lished in Europe. 


So far as the foreignei-s who are engaged in foreign trade are con 
cemed, their business is done mostly through foreign banks, of whicl 
ere is a sufficient number with suitable branches and agencies U 

raS arTr principtl foreigi 

Owlred R n Tf r® Banking Corporation, tin 

he I °ni Yokohama Spcci. 

BanLf Ld “ n " ml ^^‘•■"‘‘''-Asiatic Bank, and the 

nnH fn ‘ ^ ^ tendency, of course, as local business develop 

nd foreign business houses are established for the local trade for thf 

for loans to the Chinese Governmenf ^d il l I' «>'™nging 
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ineiit. Tliey are there simply on tolerance, with the protection that 
comes from the influence of their respective governments and with the 
privileges granted to foreign property holders and foreign business 
men in the international settlements, including, of course, so far as 
the right is extended to ordinary business men, that of extraterri- 
toriality. 

It is to be noted also that several of these banks issue bank notes 
under the authority of their charters from home, but without any 
charter or other grant of the privilege from the Chinese Government, 
either central or provincial. The bank notes form a convenient 
medium of circulation in some of the treaty ports and within narrow 
limits outside of those ports. They arc issued ordinarily in terms of 
dollars, althougii there are also tael laink notes. The dollar notes 
arc regularly pavalde. of coui*se, in the dollar common in the city 
where they arc issued; for example, in the Mexican dollar in bhang- 
hai, in the British dollar in Canton or Peking, where that dollar is 
the one usual in circulation, etc. The same principle would hold with 
reference to the tael — those issued by the banks in Shangiiai, for 
example, being payable in the Shanghai tael. It is worthy of remark 
(and frequently fs the occasion of severe remarks) that the notes 
issued by a foreign bank in one city in the Chinese Binpire are not 
necessarily acceptable at par by other branches of the same bank situ- 
ated in ditferent cities. A Shanghai bank note, for example, is very 
<>-enerallv discounted if presented to the Tientsin or Peking or Hjmg- 
kong branch of the same bank, the discount sometimes being as high 
as 5 per cent. A Tientsin note is sometimes discounted in Peking as 
much as 1 per cent, although the two cities are only some three hours 
apart bv railroad, and the Peking branch issues no notes of its own. 

The discount of bank notes by ditferent branches of the same hank 
situated in different cities is so great that it makes a very e 

source of loss to travelers who are not especially careful with refer- 
ence to the kind of money whieh they are ‘ 

places of coui-se a decided check upon many kinds of 
Although it forms a decided source of profit to the 

neetion with the establishment of its new monetary 

most important of its reforms would of course be to > ^ 

acceptable at any of its branches or agencies anywhere within 

^'Imlsmm h as the number of banks is h 

some of the rather important ports not all of them ha 
enaliles them in manv eases to work harmonious j e » . j 

the other so as to enable them to secure nm^ 

their exchange charges. The most important of the ba 
very large profits since their establishment. Some of t 
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doubtless have not been able to seeiirc so higli profits. Ihe banks are, 
generally speaking, known for tlieir accuracy and carefulness in car- 
rying out their contracts and in meeting their obligations. Hut(iu*y 
occupy a position of such advantage in many ways that it seems likely 
that their high profits arc oI>tained in part at the expense of the devel- 
opment of trade in other directions in spite of the fact tlial, one may 
add with even more emidiatic truthfulness, witliout the facilities 
which they have ofl'erod, it would have l)cen utterly impossible for 
trade to have developed anywhere nearly so well as has been the case. 

NATIVE HANKS.*’ 

4 

Native banks are found everywhere in China, and arc perhaps to 
be designated as exchange biinks, loan lianks. and cash shops, although 
the distinction is in part simply the different tyi)cs of business doiu*. 

As in the case of foreign banks, so also regarding the. native banks, 
the Chinese Government has no general law prescribing conditions 
for their incorporation or method of organization. If a group of 
men wish to organize a bank, they do .so, choosing their place, the 
amount of capital, their method of doing business, etc. 

Their detailed methods of doing business are not well known among 
foreigners, but there can be no doubt regarding their efficiency. In 
most of the large cities there exist bankci's’ guilds, to which belong 
the local loan banks, as well as those engaged in the business of trans- 
ferring money from one part of the country to another, and these 
guilds have brought the banking business to a high degree of 
efficiency. 

The most famous bankers’ organization, especially that which has 
to do with the transferring of money and credit particularly in the 
north of China, is the Shan-si Bankers’ Guild. It is well known that 
in China it is the ciistoip not merely among bankers, but in general 
among artisans and business men of all kinds, for children to follow 
the occupations of the parents. In consequence, the leading bankers 
may be said to have inherited their capacity for the banking busi- 
ness, and, of course, they have been thoroughly trained in that busi- 
ness. As the Shan-si bankers have been so successful for many 
generations, they enjoy great prestige. It is commonly believed 
that if they will themselves take up heartily the question of mone- 
tary reform on any good plan, their influence alone will go very far 
toward making it a success. If they oppose any system, it will bo 
extremely difficult to make it succes sful. The following quotation 

-This account of native banks Is to a considerable extent taken from “Chi- 
nese Business Methods and Policy” by T. R. Jemigan. former Zerroan 
consul-general at Shanghai. Some of the information has beeTtal^ from 
other books, some derived from personal conversation with Chinese bankers 
S. Doc. 128, 68-3 i 
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iroin Jeriiigans book gives a brief account of the method of organi- 
zation and management: “The bankers themselves, being Shan-si 
men, always aim to employ only natives of the province of Shan-si, 
and, wlien possible, select men of their own village. When a man is 
sippointed to a post at one of the branch offices, his family is taken in 
charge by the bank and held as security for his fidelity and good 
behavior. But it is understood that the family is not actually held 

V V 

in prison, though kept under the stricte,st surveillance. 

AMiile at his post the employee is not permitted to write to any * 
member of his family under seal, but all such letters must be open 
and sent through his employer. Xo salary is paid, but all necessary 
expenses incurred on his behalf are actually kept and discharged by the 
bank. The term of the appointment is for three years, and after the 
expiration of that time the employee goes to his employer's house, 
talcing with him an account of the money expended during the term, 
wlien he is closely searched, even to his clothing. After a full 
examination lias been made, and the accounts found satisfactory, and 
tlie affairs of the bank have been prosperous during the three years, 
the reward is made remunerative, and the employee joins his family, 
who then no longer remain under sjirveillance. But in the event that 
the investigation, both of the accounts and the condition of the bank, 
prove unsatisfactory, the effects of the employee are seized and his 

family continue, as it were, in bondage, until a suitable fine is paid, 

% 

or the employee may be imprisoned. 

It is the ineans thus employed by the Shan-si bankers to secure 
(heir banks against losses by defalcations or otherwise that have 
intrenched them in public confidence, and they are often used by the 
central Coveriiment as the medium for the transmission of revenue 
from the provinces: and their customers may be found among offi- 


cials of the highest rank. 

As an additional protection, the head managers of the banks asso- 
ciate together in a guild, and. when the occasion demands, they 
formulate a line of policy to meet the particular emergency. The 
rules to govern in the general banking business relate to the. subjects 
which cider into the daily operations, such as the rate of excliange, 
as regulated by the tables posted on the boards of the bank guilds, 
and the liaidt violating any of the rules is fined a certain sum. There 
is also a rule that the books of a bank shall be carefully examined, 
and (hat the discovery of any underhand dealing, or any attempt 
to conceal a transaction, is punished with suspension. 

Each bank issues its own bills, which are made payable to bearer, 
and customarily on demand, but sometimes arc payable so many days 
after being issued. AMien a bill is presented, the holder has n ot tlu 
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option to say what shall be given liim as the equivalent, (Ijough 
his preference is generally respected; the bank can ])ay Ihe bill in 
either cash, the current bills of another bank, or in silver or gold, 
according to the current of exchange." 

As is customar}' in other inattei’s concerning the welfare of the com- 
mon people, banks are also likely to feel the displeasure of the ])eople 
if they fail to meet their obligations. In some localities the hobler 
of a bill, on which payment is refused by the baidc, is ])ermitted to 
take anything about the bank which he sees which is substantially 
equal in value to the bill itself, and if he does so, Ihe act is not con- 
sidered theft and he is not liable to punishment. Doubtless this 
privilege is at times abused, and the unpopular bank is practically 
plundered by hostile bill holders and the rabble. 

Sometimes, too, when a bank is in a precarious condition, but still 
knows that it would he able to meet its obligations if a run were pre- 
vented, the services of a local official are requested in order to i)revenl 
a run upon the bank, and the bank itself is permitted to state that 
it will pay later all its obligations. It is coniparativelv I’are. how- 
ever, that banks of any particular importance fail, liie irenius of 
the Chinese for organization and mutual responsibility is such that 
the bankers’ guilds, knowing substantially accurately' the condition 
of each member, assi.st the weaker ones to tide over a period of denres- 
sion and thus prevent the cauIs which come from bank failures. The 
Oiinese have also clearing houses, which enable them still better to 

keep track of die credit of each individual bank and to prevent 
employment of irregular methods. 

enlart does not require that those about to 

engage in the banking business obtain permission, and altho.mli no ' 

general law exists, the Goveriinient is nevertheless often very severe 
lstT„ Government may make the 

likely to meet"?vtf **’”'’*’ ."’’"'“Sers are at fault they are 

princioal off rl" '• severe punishment. Decapitation of the 

thTt too unknown, provided it is found 

hiough heir negligence. Their relatives also will later bo hel 

bri«eatod;;;si;iLth" 

sSSSBt rf « 

for the foreign^ wdio wish to 

sta^ r ‘ - f srsi I - -t 

-noy without risk of loss and aT^rUi'at mtrberl 

3303' 4s- 
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under tlic circninstances, considered reasonable. Tlie charges for 
transfers run often as high as 7 or 8 per cent for thirty days, and if 
money is borrowed for a considerable period of time rates of 11 per 
cent, or even higher, per annum are charged. 

Besides tlie banking business mentioned above, which refw’s, of 
course, primarily to tlie exchange and loan business, should bo men- 
tioned that of tlie cash shops which are found everywhere in China, 
in many cases several in comparatively small cities. Inasmuch 
as in the interior, and for that matter in the native trade in 
tile open ports, the business is done entirely with copper cash and 
with chunks of silver (sycce), it is desirable that each person have 
tlie opportunity to secure readily copper cash in practically any 
(piantity neeiled for local business. It is the business of the cash 
shojis to exchange cash for silver, and vice versa. In very many 
cases also tiiese cash shops issue their cash notes after the manner 
already indicated in connection with the more important loan banks. 
These notes are often for very small sums, representing often not 
more than $0.50 or $0.25 gold, and sometimes as low as $0.05. 

BUSI.NKSS I.X TIIE INTERIOR. 

'I'he C’hinese liavc usually been considered by foreigners not merely 
nnprogressive but also unenterprising. It is often thought that they 
are largelv hand laborers, pi'obably because we sc‘e so many engaged 
in hand labor in this country. The Chinese are doubtless dominated 
bv custom to a somewhat greater extent than we are in this country. 
Invention has not been stimulated tliere. and there is less mechanical 
n,<..nes,s l.v fiu- tlu.n lu-.e. In tlu'ii- own way, however, tl>e Clunesc 
arel.v no'n.eans unontorprisinfr. and probably a larpor proportnm 
.,f the Chine.* have a sl.rewd instinct for trade and trading tlian the 
citizens of any other country. The Chinese is a horn specnh.tnr 
whatever his nominal occupation may be. IM.onever he engages in 
hilmHie usually prefers, if it is possible, to woA by the job, in onljm 
tint ho may make something extra l.y iiniisiial diligence oi imij so 
I'llile his ^york as to manage his tin.o to suit himself, in many 

cases enga'diig assistants to help him.in his woik. 

V 1 Lmgh the interior of China there are great highways which 

for li nriet have been iinportiiiit trade routes. Over the* road 
L iminv cases co huge caravans of canids, or iiiiiles and donkeys, or 
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locality where tlioy aix* more i]i deiiiaiul than at the ])lucc of 
origin. Tliere are many local factories j)ro«iiicing, for example, 
earthenware, or incense, or a peculiar kind of material for clothing 
or ornament, or other native product, wliich is in demand for from 
fifty to two or thi’ee hundred miles from the place of inamifacture. 
Such local goods are very fi’ctiiiently transporteil hy j)aci( mules, 
wheelbarrows, or on the shoulders of men, who, with a pole souk* i* 
feet in length over their shoulder, with a bundle on each end. will 
carry for distances of, say, 100 miles from 50 to 150 pounds. In 
very many instances, probably almost universally, these individual 
traders arc not hired men carrying goods for wages, but are, rathei-. 
individual speculators, who buy their goods from the factory and 
carry them to a place of sale, making their wages fi’om tlie j)rofits. 
For example, in the Provinco of Honan, between Changte ami 
Taok‘oii, many wheelbarrow men were met who were; carrying on 
their barrows earthen jars from the soutli to the north a distance of 
some hundred miles, and bringing the powdered wood of the lulls 
back again. Nearly all of the work of distributing the bluish-wliite 
coai'se pottery of T‘suchou is done by these wheelbarrows. Two men, 
or a man with a donkey, will can*y on a wheelbarrow a load of from 
four to si.\ hundred pounds, with a capital investment of from $5 
to $6. The trip takes them from four to five days, they making 
some 20 miles a day. They hope for a profit of some 0 (U’ 7 cents 
a day over and above food and fodder for themselves and beast. 

Two men, one pushing, the other pulling a heavy wheelbarrow 
load, said that they were wheeling 400 catties (533 pounds) of incense. 
This, when mixed witli the powdered bark of a tree and rolled into 
sticks, makes the joss sticks so often seen burning in temples and 
before shrines. These men went about 20 miles a day, and were 
going altogether a distance of 100 miles. They thought thev would 
imme enough profit to pay their expenses fairly well. 

Others were hauling millstones on low “jumpers" with a cow or 
donkey to haul it. In this case they seem to make somewliat more 
proht. A stone costing 1,000 cash at the quarries brings 5,000 cash at 
Its destination. The traveling expenses for five dav.s for man and 

l>east would amount to not more than 3,000 cash, tims leaving a profit 
on the two stones of, say, 8,000 cash— say, $4 or $5. 

In ^orth China some interviews with pole men— that is, men carry 

some« hat similar resiilU. One man, for example, making a round frii. 
from Mongolia to T‘«ng-choii, near Peking, every fif.oeit d. y 1 , 
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would board and lodge liiniself. .rVnother mail with cheap straw hats, 
of which he could carry liOO, buying at 25 cash each and selling at 40, 
would make a profit of 15 cash, or 3,000 cash — sixy, $1.50 to $2 — for his 
tifteen days' work, this being less profitable than the other. Even 
these, however, do a munificent business as compared with the dung 
gathereis, who are able to pick up on the roads from one to two baskets 
of dung a day, which tliey sell from 10 to 20 cash each, giving them an 
income of from half a cent to 2 or 3 cents a day. It should be ke])t in 
mind, however, that these dung "atherers are mostW elderly men who 
are too feeble to work at hard labor, or children who have not yet be- 
gun the serious work of life, so that it is not to be e.xpected that their 
income would be in proportion to tlxat of regular workei's. That the 
work is carried on at all, however, is a most striking instance of the 
thrift of the Chinese and of their willingness to use their time in some 
industrious way, even though the returns are very small. 

A better estimate as to wages may be made from the statement 
of one of the largest railway contractoi's. a Chinese, on the Peking- 
Hankow Railroad, llis company had some five or six thousand men 
at work doing grading and such other unskilled labor. Wien hiring 
men by the day in the winter, when tliere was little demand, he jiaid 
140 real cash, say, in the neighborhood of $0.00; in the summer time, 
when the demand for laborers on the farms was much greater, he paid 
possibly double that. Instead of hiring men by the day, he often con- 
tracted with them to remove earth by the cubic feet, his rate being in 
winter 100 cash per 100 Chinese cubic feet^in round numbers, 110 
cubic feet. In the summer time for the same amount he would have 


to pay 300 cash ($0.15 to $0.20) at least. 

These men. small as is their income, are nevertheless not unintelli- 
gent. and the smallness of their earnings makes it imperative that they 
do their work as thriftily as jiossible. In most cases, buying as they 
do in one locality and selling their goods in another locality soinewliat 
remote, they are’ almost certain to be trading in two or more kinds of 
monev. Often the cash which are employed in one locality are of a 
different quality from those in the otlier locality where their goods 
•ire sold and it’ is quite possible that on their way from the placf of 
purchase to that of sale they have had to pay their expenses in cnsli 
of still a different kind. . Attention has already been called to the fact 
that the taels in the different ports vary, but the variations are no less 

frequent in the interior. , . w i 

At Wei Ilwei-Fu, in the province of Honan, it was desired to send a 

teU-rrain. The agent was given 20.73 Knngfa taelss which he 
,voiS.-.I u„a sdd were equal to 19.98 AVei Hwei taels T'- 
Uie telegram was reckoned fii-st m cash, amounting to 14.b88 c: , 
at LOao'eash to the tael according to his rate of exchange, oi 14- 
M ci Ilwei taels. In Hupeh dollai-s, in which he wished to he paid, 
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he figured the bill at $18.36! It will be noted from the above calcu- 
lation that 1 Kungfa tael equals 0.1)637 of a Wei Hwei tael. 

At T‘sU'Chou, near the border of the province of Chili, we learned 
that the local T‘su-chou commercial tael was to the KMip'ing ta(*I, 
the official tael of Peking, as 1,021 to 1,000. The ICnpMiig tael is to 
the Chingping tael, also used locally in that deparlinent, as l.DOO is 
to 1,060, whereas tlie K*up‘ing tael is to the Kungfa tael, the coiuiuon 
tael in commercial use in Peking in the same province, as 1.000 to 
1,042. It is interesting to note that in that locality, T’su-chou, 41)1 
real cash count as 100, while in T*ung-chou, near Peking, 48 real cash 
count for 100. 


Almost invariably the number of cash which passes for 100 is 
somewhat less than 100, one or two at least — it being assumed, we 
suppose, that the person who strings them may deduct one or two cash 
for the furnishing of the string and the trouble of stringing them. 
AVhat is still more puzzling, however, is the fact that a large propor- 
tion of the cash now in use are counterfeit (or perhaps one should 
rather say are made by private individuals), are often small in size 
and of very poor quality. In certain localities, where tiiis is common, 
the cash shops, and in consequence the ordinary dealers and small 
tradei*s of the kind mentioned above, have by custom agi'ced that 
there shall be say from 10 to 50 small poor cash in every thoiisaml, 
or, instead of this, the number of good cash which shall count for a 
thousand may bo reduced. 


The most bewildering system of cash counting in the Empire 
piobably is found in Peking. One of the emperors, Hien Fiing, 
about the middle of the last century, thinking it desirable to have 
somewhat larger coins, made some 10-cash pieces; but findiiur the 
system very profitable, he did not make them 10 times as lar<re trs the 
former 1-casli^piece, but only about twice as large. Then he niade an 
o^er issue. The consequence is that the average cash piece found 
n Peking at the pre^nt time is marked as a 10-cash piece and counts, 
few cash are used, as a 2-cash piece when compared with the real 
rash found elsewhere. In local counting, however, wlion one becrins’ 
to count cash by the hundreds or by the tiao (thousand), there is a 
curious combination. Each piece counts as 1 cash until as many as 10 
r u^d Above 10 each piece counts for 20 in the local laim a^ 
t at s to say, 200 cash means actually 10 of these lO-casir^s’ 
theiefore 1 tiao (a thousand cash) means only 50 pieces* hut witii th.’ 

.1... 1. .„a. b, J. J 

S3 if r r 

pposea to be equal to two, but as a matter of fact, two being taken 
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out for the there are really fOfi pieces to the thousand. About 

10 per cent tliere. it is understood, may be poor cash. 

These examples, of course, might be multiplied many-fold if one 
were to travel tlirough China and note the specific customs found in 
the different places. A\nien one takes into consideration, therefore, 
the fact that the Chinese are all traders, and that a very large propor- 
tion of the common people are buying and selling to j)robably a 
greater extent, so far as the proportion of their income is concerned, 
than the residents of almost anj' other country, it becomes a (jiiestion 
whether in any other country in the world a common people can be 
found who would so readily undei'stand the intricacies of monetary 
practice or who would so n'adily learn the peculiarities of a new 
system of mone^’. 

The fluctuations in the price of silver as compared with the price of 
copper make the rates of exchange mentioned above variable, so that 
although the ratio of the Shanghai tael, for example, to the K'up'ing 
tael, is substantially invariable, the value of either in terms of copi)er 
cash varies from day to day, as well as in terms of gold. Tlie value 
of silver during the last twenty years has diminished more in terms of 
gold than has tlie value of copper cash. Sir Charles J. Dudgeon, 
chairman of a special committee to investigate the subject, reported 
that, as compared with gold, silver between 1882 and 1902 had depre- 
ciated 49.7 per cent, while copper cash had depreciated only 20.0 per 
cent. The same matter is stated in a somewhat different and more 
illuminating way by Mr. J. W. Jamieson, commercial attache of the 
British legation, in the following table: 


l/JrtOim.— In 1882. .'5s. 2U. = 1 Unlkwan tnol = l.a!M) lasb. 

1.240 cash.) 

In terms of poUl — 

Taels have (101)1*4*011110(1 

A fall from 02(1. to .'11.2(1. 

Cash liave depreciated 

In 1882. 1,240 cash bouRlit Jls. Old. 

In 1902, 1,240 cash bought 2s. 7^d. 

In terms of cash— 

Taels have depreciated 

A fall from 1.090 cash to 1.240 cash. 

Gold has api)reciated 

Ill 1882, 2s. "pi. iMiught 8.".0 cash. 

In 11K)2. 2s. 7id. bought 1,240 cash. 

Ill terms of siiv(*i*— 

(’ash have apprcM-iated 

In 1>SS2. 1.090 cash^l ta(*l. 

Ill 1‘K)2. 1.240 cash=l tael. 

Gold has appreciated - - 

III 1882. 1 tael=r)s. 2d. 
ill I1KI2. 1 (a(‘l=2s. 7pl. 


In 1!>02. 23. 7.2d. = l Ilalkwnn 

Per cent 

49, 7 

31.4 


20.0 


45. 0 


__ 3C. 4 

.. 99 
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The samples given above of llic income dorived l)y (radcrs and 
workingmen of difi'erent classes sc*rve to show also how very essential 
it is that in the introduction of any monetary system into China there 
be a unit coin which is very small in value, one eomj)arable with the 
present 1-cash piece, which may, in round numbers perlnips, be spoken 
of as one-twentieth of an American cent. 

In several of the provinces, in order to avoid in part the diniculties 
which arise from carrying such large quantities of coins so small in 
value, as well as to secure the profit which comes fj’om coinage, the 
viceroys have been introducing new coins — 10-cash pieces. These 
pieces are issued nominally at their face value, 10 of what are called 
the real cash. MHien they, however, are put into circulation at some 
distance from the place where they are minted, they often do not pass 
at their full value. For example, at Wei Hwei-Fu, in the province 
of' Honan, the local magistrate reports that occasionally cop|)er 10- 
cash pieces of the central government are seen tliere, which have been 
sent down from Peking by the Board of Revenue to be introduced 
into the circulation. So also some otlier 10-cash pieces Inn’e come from 
the province of Hupeh, where they are coined by the viceroy, and are^ 
in pretty general use; but so far from home they ]>ass for only t> cash. 

Still another source of confusion which disturbs local trade in con- 
nection with the monetary system is the variation of the commercial 
rate of the tael in most places most decidedly from the Government's 
rate. In the interior the only money actually in circulation in ordi- 
nary local traffic is tlie cash. The Government officials, however, 
have had their salaries fixed in taels, and the taxes which tliev are 
compelled to remit to the central Government are also in taels. Their 
salaries, having been fixed many years ago, since silver has fallen in 
value, have very greatly declined. In consequence a salary whicli 
formerly might have been reasonable is at the present time entirely 

sufficient. The central Government has perhaps been able to bear 

helZl ffl d^m»nded from 

the local official, but it is not possible for him nominally to increase his 

own salary He has, however, in most cases been able to raise the 
rate at which taxes levied in taels must be paid in cash 

one out of many iiistancc^at one of the 

J^fthafth?t“l tl>e local magistrate 

Si 00 T in “-aJe at the rate 

of 1,100 c^h (in another town 30 miles away the rate was 1 1301 

The rate, however, at which he collected taxes' was 2,000 cash totlie 

fs -:.nsrr. itii “;r:rsi r • 
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wjissont to the capital for every tael of taxes which had to be remitted. 
The reinaiiiiiig 1.400 was kept, as the magistrate explained, for “ local 
e.xpenses.*’ His interpreter, a friendly Chinese of foreign training, 
who saw no objection to the facts being known, explained in an aside 
that “ local expenses ” meant the magistrate's own pocket. This is the 
usual explanation of the use that is made of the difference between the 
local commercial rate for the tael and the official rate. By doubling 
the number of cash per tael which the people must pay, and retaining 
half for his own use, the magistrate manages to increase his salary to 
a living sum. 

Besides the bank notes which have already been mentioned in con- 
nection with the banks above, some of the provinces issue provincial 
notes. For example, as already stated, the province of Hupeh issues 
one-dollar notes, payable on demand in the Hupeh dollar, one of the 
best silver dollai-s is.sued in China and substantially ecpial in weight 
and value to the British dollar of Hongkong. There is said to be a 
large silver reserve back of these notes, althougli there is no specific 
requirement in the law as to the amount of this reserve. So far, how- 
ever, there has been no trouble regarding their redemption, and the 
notes pass at par. 

Tn the province of Honan the provincial government issues bills 
for a thousand cash (say, $0.50), and even for sums as small as 500 
cash (say, $0.25). These notes have been in circulation for some five 
or six years, pass at par with silver, and are redeemed regularly at par 
by the Government. Although there is no provision made for then- 
direct redemption in the outlying cities, nevertheless the local magis- 
trates at times receive them in payment of (Jovernment dues. 

The above statements with reference to the methods of doing busi- 
ness in China, both in connection with the foreign trade and with the 
local trade in the interior, show beyond question the dire confusion 
vhi.-h exists in connection with the use of money and the very great 
advantage that of necessity would come if a uniform system were 
provulod tl.ro, .ghout the cm.nt.y- The quest.o., as to the relative 

Llvantage or .lisaclva.itage of having the systen. on a <> 

on a gold need not be disenssed he.-e. as that is taken np n. detail in 

Appendixes A, I and II. 

OPINIONS ItEGAUDING THE MOXF.TAUV SYSTEM. 

A factor of possibly e.pial importance with actual biisine^ comli- 
tions, however, is that of the opinions of business men and of the 

,.o, union people who are iloing business in a small If J 

...mtent with their present svstem, the change will come slowlj. il, 
V r , V re ‘ntelligent. and their content simply comes from 

’ c ’that thev have imver thought of anything better, there is no 
s r V y thev should not readily adopt an improvement when its 
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advantages, as compared with thost* of the preseni system, are once 
clearly put before them. 

(«) Foreifjnevfi.—Kmovig the foreign business men of all nationali- 
ties in China there is practically but one opinion regarding tlie grave 
evils connected with the present monetary confusion ami the need for 
reform. As has already l>een explained in the tirst volume of the 
Commission’s report, the foreign eluunbers of cominerc(5 of Tientsin, 
Shanghai, and Hongkong have discussed the (|ueslion, and have 
urged upon the Chinese Government tlie desiraliility of l)nnging 
about a reform as soon as possible. Acting larg<‘ly on tlieir sugges- 
tions, also, the treaty commissioners of the United State^^, Great 
Britain, and Japan, in making their new commercial treaties with 
China, brought forward this question, and secured in th(*ir treaties a 
section which pledged the Chinese Government to establisli a uniform 
monetary system, the coin.s of which should l)e legal tender through- 
out the Empire. Nothing was said in the treaty as to whether these 
coins should be silver coins with their value fixed by the weight, or 
whether they should be given a gold value, and be themselves really 
token coins. 

The only point of difference that a])pears in the discussions regard- 
ing the monetary reform among the foreigners in China is as to th(‘ 


method by which such a reform should be brought about. All are 
agreed that the system should be a uniform one throughout the 
Empire. All are agreed that the imperial coins should be legal tender 
everywhere in the Empire and should be received by the Government 
at full value in the payment of Government obligations. All seem 

likewise to agi*ee in the opinion that these coins should be given a gold 
value. 


The one question at issue is whether this gold value can bo given 
the coins at the time they arc issued, so that the new system may 
really be inaugurated on the gold basis, as was done in the introduc- 
tion of the new monetary system in the Philippine Islands, or 
whether this is too much to expect from China, and whether it would 
be best to strive simply for uniform silver coins, with the hope that 
some time or other, in some unknown way, these coins might be given 
a fixed value in gold. The merits of the two plans are discussed at 
length in Appendix A, II. It is worthy of note, however, that a good 
many of the foreign residents who had formerly been of the opinion 
that It would be useless for China to attempt to begin the system on a 
gold basis after a more detailed study of the question in connection 
with the American commissioner, changed their views and said that 
they believed that the American plan was entirely practicable, and 
that, on the whole, it would be easier than the plan advocated by 
themselves earlier, provided China intended to attempt at any time 
within a reasonable period to give to her silver coins a fixed «old value 
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{h) Thf Chinefiv . — Tii speaking of tlio opinions of the Chinese 
regariling monetary reform, one should keep in mind separately, first, 
the. officials; second, the larger business men; third, the common 
j)pople. 


THE OFFiriAI.S. 


Speaking generally, the officials at the time the American commis- 
sioner visited China had not studied the question at all carefully, and 
of coui*se most of them have not studied it at the present time. In the 
next section certain characteristics of the officials in connection with 
their governmental work will he brought out. but it should be men- 
tioned here that the officials, from their training and from their prac- 
tic(^ in governmental matters, have very little knowledge of biisiness 
or of business methods excepting so far as they concern the collection 
of tuxes and the expenditures which they make. Even in these mat- 
tei-s. however, they deal, not in accordance with what are ordinarily 
called business principles, but rather in many cases in an arbitrary 
way? so that their e.xperience gives them little insight into business 
principles. It is not meant to assert, of course, that the officials are 
not men of ability. In very many cases, in doubtless all cases, so 
far as the higher officials are concerned, the men have ability, often 
of a very high order indeed, but their minds have been turned in 
other directions and tiiey often exhibit most astonishing ignorance of 
the most fundamental principles of monetary science. 

The central (iovernment demands of its officials, as a rule, that 
there be no disturbance in their provinces or districts, and that the 
people, so far as possible, be kept content and prosperous. If there 
is no comi>laint from the locality, tlie official is ordinarily considered 
successful. The eifect of this attitude of the central Government is, 
iiowevcr, always in favor of the maintenance of existing conditions, 
and is decidedly against the making of experiments which may pos- 
sibly prove unfortunate. 

Most of tlie liighor officials had some knowledge of the intentions of 
Ihc central (ioverniiient toward nionctarv reform on account of the 
nrovisions in the foreign treaties, and they had heard the matter some- 
what discussed. Many of the lower officials, however, even some as 
hi.rh in rank as the governors of province.s, had merely heard he ques- 
tion suggested and had never attempted to look into the matter at all 
C'lrefullv. l^och men, of coursi-, had no information whatever. 

' Those who had heard the question disr us,sed naturally found heir 

Ihst inclination in favor of changing the present 

imssihle, or of adapting the new system in some way to tlu pusei 

,„e so that the people would not notice any material change. In 

;::::equence. if tlmy were people who 

i„ ,l„: i„|..,i<,r, they were iiicliue.1 to believe that it «ould be wise 
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for the new unit to be the tael, provided a uniform system were 
adopted. The higher officials who had any information on tlie sub- 
ject were unanimous in the opinion that some uniform system sliould 
be established, although they did not hesitate to say in many eases 
that it would be very difficult to establish such uniformity on account 
of the probable unwillingness of the viceroys to give up the profits 
from their provincial mints, and their belief tliat the centi'al Ciovern- 
ment, if it assumed the management of the mints, would deprive the. 
provincial officials of these profits. 

The higher officials, who had been more or less familiar with for- 
eign trade from residence in the treaty ports, or who had recogniml 
the disadvantage under which China had been placed in the payment 
of the indemnity and of the foreign loans on a gold basis on account 
of the fall in the price of silver, were quite generally of the opinion 
that the new system should be not merely a unifoim one tliroughoiit 
China, but that it should be placed on the gold basis as soon as that 
could be done. With their idea that clianges should he made as grad- 
ually as possible, and that old customs should be adhered to as long 
as possible, they rather inclined at first to think that it would be better 
to begin the system with the coinage of silver and copper coins, which 
should gradually be made uniform througliout the Empire, and that 
later on the question of giving to these a gold value should be taken 
up. They had, however, with practically no exceptions, not studied 
carefully the matter of making the change, and had no knowledge of 
what such a plan involved. In many cixses they had apparently taken 
their views from publications of some of the Englisli b\isine,ss men 

mentioned above, some of whom have since changed their own opin- 
ions on the question. 


It is interesting to note, also, that some of these same officials, when 
the matter had been thoroughly discussed with them, and particu- 
larly when the relative costs of the two methods had been presented 
to them as outlined in Appendix A, II, changed their views, and 
said frankly that they believed the Chinese Government would be 
compelled either to adopt as a whole the plan I'ecommended bv the 
^lerican Commission, or to abandon entirely for the present the 
idea of securing any but a silver system. More and more, however, 
of the leading thinkers among these officials, as they studied the ques- 
tion, gradually came apparently to the view that it would be wise, if 
a sufficient support could be secured from the vicerovs, to adopt the 

plans of the American Commission, and to put them into effect as 
soon as that could conveniently be done. 

The chief objection apparently in their minds and the one which it 
seemed most difficult to remove was the apparent necessity of emplov- 

the management of ti.e 
system. They felt that since a system on the gold basis was so 
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(locidodly difFeroiit from anylhing that they were accustomed to, no 
Chinese officials had sufficient expert knowledge to put it into effect. 
Naturally, from their unfortunate experiences with foreigners, they 
hesitated to give into the hands of foreigners any more control than 
should he necessary in a matter so important. Naturally, also, they 
suspected decided!}' the motives of foreigners who were offering as- 
sistance and giving advice. As the plans of the iVmerican Commis- 
sion developed, however, it is interesting and important to note that 
the suspicion apparently gradually waned until, when the motives of 
the American (jovernment were clear, it disappeared. Those who 
studied the matter thoroughly with the United States commissioner 
seemed to be convinced finally of the fact tliat the United States (lov- 
ernment had no designs whatever upon the sovereignty of the Chinese 
Empire, and no thought of attempting to secure control of the mone- 
tary system, and that it was expecting to derive its benefits from the 
reform solely from the improved business conditions which would 
result if the reform were put into effect. 

Even when this matter apparently became clear, it is probable that 
there was some feeling on the part of some of the officials at least 
that, if the system recommended by the iVmerican Commission were 
adopted* it would deprive them of some of the power and prestige 
which they would enjoy under a system which could be managed by 
themselves without* foreign expert assistance. 

Tiie experience of the Chinese Government with the imperial mara- 
time customs service was evidently in the minds of many of the 
officials. Although the customs service is managed by Sir Kobert 
Hart with the greatest ability; although the Chinese officials appreci- 
ate this fact and trust Sir Robert's integrity; and although they 


recognize very many of the benefits which have accrued to China from 
its efficient management, they still feel that the chief credit for this 
management has gone to foreigners; that Sir Robert has so managed 
the service that its power through the high offices is entirely in the 
hands of foreigners, and that apparently no ellort has been made so 
to train native Chinese that they may gradually take control of the 
management of the service, and ultimately replace the foreign- 
ers. They feel very bitterly in many instances toward Sir Robert 
and the foreign management, because tliey see no likelihood of the 
Chinese being able in the near future to replace the foreigners in that 
service. Tliey are determined that no other similar opportunity 
shall be given for foreigners to secure control of another important 
department of Chinese administration. The motive which they 
assign is naturally a patriotic one. They believe that Chinese matters 
should really be managed by the Chinese and for the Chinese. Little 
fault can be* found with them for having this feeling. 
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The foreign critics of the Chinese officials, and in ])art the native 
critics as well, are, however, of the opinion that their chief grievance 
is of a different nature. As has been intimated in the discussion of 
the tael system, and of the methods by w’hich the local officials ol)tain 
their salary through fixing special official rates of exchange different 
from the commercial rates, the system of securing salai'ies and incomes 
in indirect ways is widely developed among the Chinese officials. 
This system of securing profit by indirect methods, such as that 
indicated by commissions or other similar plans, usually classed to- 
gether under the one general head of tlic ‘‘squeeze,” is veiT widely 
extended even outside of official circles. One's servant, for (‘xaiiii)le, 
receives rather low wages, but he expects to supi)lement these wages 
by taking a small commission on evcrytliing that he buys for Ins 
employer. If he goes with his employer to make a visit lie expects 
to receive fees from the host. The commission wiiich he (ak(s is 
ordinarily pretty well fixed in custom, and, as a rule, he takes only tin* 

customary fee and doubtless does not look upon the matter as"^ dis- 
honest. 


1 ell as the legations or the hotels, when 
local dealers in curios or other goods which the foreigners or well-to- 
do Chinese buy, come to the establishment to make sales, the head boy 
or general managing servant always expects a commission on all piii^ 
chases made. This commission is then divided in an agreed upon 
percentage with the other servants. When the commission runs from 
0 per cent up to as high, perhaps, as 20 per cent in the case of sales 
made at hotels frequented by foreigners, it can be seen that the serv- 
ant s wages are often decidedly increased through the “squeeze.” 
\\ hen the ofhcial makes purchases for the Government, often he also 
expects to take his squeeze. As has been said, when he collects taxes 
he collects enough so that the squeeze can be retained after the taxes 
are paid into the central treasury, and so on 

W ^ from the fear 

kst the squeeze system would thereby be seriously interfered with 

One sonree of income has been the exchange, money being paid out 

mmthei kind, somewhat heavier, the official making the difference 
cent The aa“ ^ T‘saoping bv 2 per 
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come a Mexican dollar, which, on being exchanged, is found to be 
bad.” 

It has been thought also that whereas now the taxes are levied in 
taels, of which the rates of exchange in cash can be made to vary 
almost at the will of the local ollicial, this source of profit would Ikj 
taken away if the (lovernment were to make one uniform coin, either 
tael or dollar, for the whole Empire, and were to make minor coins as 
decimal parts of this, of which the value would be maintained uni- 
formerly everywhere in the Empire. It is believed that on acocunt of 
this lessening of the opportunity for scpieeze on the part of the officials 
many of them will be opposed to any reform. 

This objection is not necessarily valid. In the first place there arc 
doubtle.ss many individual officials, particularly those of the higher 
ranks, who make, relatively speaking, little, if any use of the opi)or- 
tunity for profit which may come from the fluctuating rates of 
exchange. It is these higher officials whose opinion will, in the long 
run, be decisive. 

In the second place, there seems to be no especial need for connect- 
ing the two subjects, provided the Central Government takes practical 
note of the conditions and attempts to meet the issue fairly. As a 
matter of fact at the present time, where tliis form of the squeeze is 
employed, the taxes are actually paid by the people in copper cash, 
although they may be levied in taels or in fractions of a tael. If the 
Government were to take the position, therefore, that the customary 
ta.xes as paid heretofore in cash should, for the time being, remain 
unchanged, in cash; that the local official should return to the central 
treasurer the same amount that lie had returned heretofore, and that 
he should simply account for the balance as an addition to his own 
salary, there woidd be practically no change from present conditions 
bevond a new item in the matter of bookkeeping. * It would, of 
course, be desirable, if not essential, that the percentage retained for 
added salarv should be made practically uniform for officia s of the 
same rank in tl.e same sections of the eountry. That might resul 
in comparatively slight changes in the rates of squeeze in diilerent 
localities, but not enough materially to affect the situahon. If the 

Government were to take up the question openly ami fj'"' y- 
attempt to dispose of it in the way indicated, there can little doubt 
that ilianv of the officials would he glad to join with their superiors 
in the reform. The system of squeeze is now, generally speaking, not 
ieco<^nized as a form of dishonesty. On the other hand, it is rccog- 
;.ized as a source of many abuses, and the more intelligent, more ener- 
getic, and more patriotic officials would prefer to have the matter 

tl: tllj:;.!!:!! - lieerned. then, the matter may be summed 
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most coiiversjint with the relations of tlie Govcrninent with otlier 
countries and with international trade, Ixdieve that there slionid he a 
monetary reform which should give a iinifonnity to the coins through- 
out China, and which preferably should give to the new coins a fixed 
value in terms of gold. 

A very few, while believing tliat the system shouhl be uniform, 
think it would be better to leave it on the silver basis, on the ground 
that the export trade would be encouraged thereby, ami that it would 
be equally as well, if not Ixjtter, for Chinese interests. It should be 
noted, however, that many of this class have changed their opinion on 
further study of the question; and there can Ik* little doubt that the 
trend of discussion is in the direction of the gold standard. 

A goodly number of them, from their natural desire to move slowly 
and to change existing conditions as little as possible, would favor 
the adoption of a uniform silver standard first with tlie hope tliat it 
might ultimately go to the gold standard. Many of this class also 
seem to have been converted to the idea that it would be better to 
begin with the gold standard. 

A comparatively large class of the lower officials probably would 
look askance at a reform which they feared would deprive them of 
their squeeze. This class, however, is not made up of the most intel- 
ligent and most influential officials, and the objection could probably 
be fairly met. Of greater importance, however, is the fear of some 
of (he higher officials that if the Central Government took complete 
charge of a uniform monetary system it would dei)rive the viceroys 
and governors in the different provinces of tlie profits which they now 
derive from their separate mints, and that the Central Government 
would not make proper compensation for this profit which it had 
taken. The solution to this difficulty, which is a real one, is, of course, 
that the Central Government deal fairly, not to say liberally, with 
the viceroys when it takes control of their mints. 

CHINESE BUSINESS MEN. 

For Americans who are not accustomed to conditions in oriental 
countries, where the form of government is somewhat despotic, it is 
important to keep in mind that the Government officials and the busi- 

Xi r? 1“ association one with the other, 

m l fas n th '^“iness man, 

waj. He looks down upon the business man as one distinctively 
lo« er in the social scale than himself, and it is to be feared in to^ 
many instances, as one that may perhaps be used as a source of profit 
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as >ve have seen in connection with the discussion of banking, is, as a 
rule, honorable, scrupulously careful with reference to living up to 
his contracts, and inclined to do business in accordance with the 
customs of iiis trade, stands in awe and often in well-founded fear of 
the official. lie knows that if he opposes the official too openly he is 
likely to be made to sutler for it. In consequence, there is no sympa- 
ih}- between the classes. The officials are not inclined to consult the 
business men with reference to a matter so important to trade as is 
the reform of the monetary system, while the business men, on the 
other hand, are quite of the opinion that if the officials attempt to 
carry out any reform of tlie monetary system themselves they will 
do it with an eye single to their own interests, and not to the interests 
of l)usiness. It is important, therefore, to note the attitude of the 
business men toward the reform itself, and then to consider their 
oj)inions as to its practicability. 

'I'he business men have little confidence in the good faith of the 
Government, or in the ability of the Government officials. They 
do not hesitate to cite instances where the Government has practically 
rei)udiated its bonds, when those bonds were taken by tlic Chine.se 
business men, although the Government has regularly paid its obliga- 
tions due to foreigners. Even the Chinese officials themselves, at 
limes, make this distinction between treatment of the natives and 
treatinent of the foreigners, being much more careful not to otl’end 

the foreigners. 

(«) Of the numerous Chinese business men who were consulted 
c..n«-rning the monetary reform, a few, and only a few, were of the 
opinion that it would be wiser for China to remain on the ai ver 
standard. Those thought that the silver .standard, especially if silver 
were ilepreciating in value, would tend to stimulate the export tra.le, 
and ill that way to further Chine.se intere-sts. They werc^ however 
entirely ready to listcui to argument on the (piestion, and many of 
them intainiv it would not lie diflicnlt to convince that the hxed 
rate of exchange would be preferable. Their arguments are answered 

ill Vnuendixes A, I- II* ‘***^1 !• , i i.- 

G>) A few wished to retain the silver standard for speculative 

nnrnoscs They sav that they like the risks of biisine.ss; that h.isi- 
LJ is more exciting when exchange is fluctuating; that they like 
0 take the chances of making high profits from exchange: and that 
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ulation. 

r) A large majority, ho^^:ever, of (lie business men who were 
ulted, and particularly the most important business men, such as, 
example, the President of tlie liankers' Guild in Shanghai, the 

. a, . la. IT -I 1 


of the whole rather than the interests of tlie fe\v wlio would gain by 
speculation. 

(c) 

consulted 

for exanii^ic, nn; x ivsiuvjn. ui luu i)<iiihcr» i.iiiim in onaiignai. me 
President of the Chinese Chamber of Commerce in Hongkong, and 
other important bankers and merchants, were decidedly of (hi* opin- 
ion that a stable rate of exchange was best, and that it would be best 
for the Government, in the reform of its monetary system, to give 
to the new coins from the beginning a lixed value in ti'rins of gold. 

These business men were very intelligent and seemed to have little 
difficulty in grasping clearly the points of the plans of the American 
Commission when they were cxplainetl to them. Most of tliem, of 
cou^S having been trained in the present Ciiinest' system, and not 
having studied thoroughly monetary principles, did not know about 
the plan beforehand. They, however, grasped it very readilv when 
it was e.xplained, and with rare if any e.vceptions, when thev under- 
stood the system, they said that they would favor it, and ’that (he 
Government would do well to adopt it. 

With reference to the banking interests tlieir opinions were parlicu- 
arly interesting and valuable. As regards the exchange hankei-s, 
who^ chief profits consisted in transferring money and credits within 
1C Empire itself, it was said that the i-eform would atlect their inter- 
ests comparatively little either way. Tliey took their pay regularly 
in the form of a commission on the exchange, and they could got therr 
pa} as readily under one system as under another 

they would .locidodiv p.e- 
iLn t f' they would lose less under tliat system 

sequence. ’ ^ ® ‘'“P'-’''® of slight coii- 

A prominent member of the great <fuild nf fL« ci • i i 
e.\pres.sGd himself as vprv i • t Shan-si bankei*s 

ill favor of the plan of the f ^ tlie reform and decidedly 

asked whether he thought the^ildaraw^^^^ 

east its influence in fawr of thf ref ® pei*suaded to 
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other persons who uiulerstootl the subject thoroiiglily and some of the 
liigher oflicials who were in general charge of Die s^'stem should visit 
the heads of the guild and explain the matter to them Ihoi’oughly, 
arrangements could in all probability be made with them for giving 
their hearty support and assistance in carrying tlie system into effect. 


RELATIONS OF OFFICIALS AND BUSINESS 3IEN. 

The difficulties coming from the lack of syinjiathy and community 
of interests lietween tin* different classes can be best explained, per- 
haps, l)y giving the opinions of some business men regarding the 
establishment of a national bank for Cliina, and their readiness to 
subscribe for its stock. This (piestion was discus.sed with representa- 
tives of more than sixty guilds, including representatives of impor- 
tant banks and bankers’ guilds in Canton, Shanghai, Peking, and 
elsewhere. The opinion was generally expressed that in the carrying 
out of such a reform a national bank for China would be of grtwit 
assistance. The business men said also that they had considerable 
money which they would be willing to invest in such a bank under 
jji’oper conditions. With substantial unanimity, howe\or, they 
agre<‘d that the baidi would fail if its management were left in the 
hands of the officials, and that in consequence they would be entirely 
unwilling to make any subscription unless the management should 
be confided exclusively to business men with one or more foreigners 

as managers. 

Mlien asked whether they would object to the (loverninent laying 
down the goncnil linos of policy for (he hank, in order Unit it might 
be sure that the Government's interests would be subserved, they re- 
plied that they had not the slightest objection to living up to proper, 
well-understood regulations wliich should be made beforehand by the 
Government, siieh as arc common in other countries; that, further- 
more they wouhl not object to the Government appointing inspectors 
^vho ini<d‘it follow every action of tlie bank, in order to see that the 

rcgnhitions were fully carried out. On the other hand "™"‘ 

not suhscrihe money or take any part in the manageiiient of he hank 
if a high Government ollicial were to he a meiiilier of the hoaid of 
directors, so that he could hear the discussions and take an aetiTO part 
in determining the policy of the hank. They as.serted that lieir reii- 
son for taking this position was that they could not act freely and ni 
accordance with their best judgment if any high Government official 

"li’rne'nian expressed it, if one director who was a 

ffipial should sav “ go east,” and say six other members of the board, 

go east. The one vote of the official would determine the action of the 
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ik against the unanimous opinion of llio othor inomhors of tlio 
ircl. They would ultimately vote with liim. The reason for this, 
said, is tliat the Government ollicial, if his policy were not tol* 

« •«. « »•.. ■ (A 


take pains to see that they did live up to (he law; luit (liey could not 
and would not attempt to join in an important business with a liigli 
(lovcrnment official. 

One reason also why they insist upon liaving a foreign manager 
equal in power to a native manager is for similar reasons. If a 
Iiigh Chinese official were to demand a loan from the Iiank. a native 
manager would not dare refuse Iiim alone. If, Imwever, it retpiired 
also the consent of the foreign manager to carry out (he transaction, 
(hey could count upon tlie foreigner being independent, inasmuch 
as lie and his property would not be subject to seizmv and confiscation 
on the coinplaint of the Government official. The loans, tlierefore. 
to the officials from a national bank with a foreign manager could be 
made on a strictly business basis, as was proper.. Without a ferei-n 
manager this would not be the case. 

Wien these opinions were reported to the high Government ofli- 
rials, most of them staled that it was unfortunate that, the hnsiness 
men wore not better acquainted with the liiglier Government officials 
and did not nnderstand them hetter. They would then trust them 
more fully. They recognized tlie fact, liowever, that this lack of 
confidence did exist, anefsaid (hat the Government must get the con- 

“ <'>e system could he a suc- 

p. Ihe hnsiness men say that (his confidence can he secured only 

I y a proper law which shall give sulficient power to hiisino.ss men 

and foreign experts, and which the Government will itself live up to 

c refnlly; that the Government can secure this confidence in no 

vatlv •'‘S'* ‘>"<1 PH- 

vere^ T ’i commissioner, said that the business men 

ere entirely right; that it would not be safe for them to risk tlieir 

dow^ rnd^thara'^'' “'^3’ '“'<1 tl>eni.selves laid 

^ the higher important busine.ss men refuse to unite with 
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if it could be so arranged, to introduce a new coin for use among the 
people through the banks and business men instead of through the 
cifficials. The people, it was said, mistrust the officials and would 
hesitate to accept a new kind of money from them, whereas they 
would not hesitate to deal with the native bankei's and business men 
and would accept a new kind of money from them without hesitation, 
if they were sure regarding its value. 

THE COSIMON PEOPLE. 

It has been intimated elsewhere that the common people in China 
are so accustomed to trading in different kinds of currency — taels of 
various weights, cash of various kinds, and notes of different values — 
that they would j)robably adopt a new good system as intelligently 
and use it from the beginning with as few mistakes as would any other 
people. It should not Ih* thought, as in the case sometimes, that 
jjeople in general need to understand a monetary system in order to 
use it properly. Probably no people undei-stand fully their own sys- 
tem. That is not necessar>'. The average man needs to be able to 
recognize his country’s money, and the relative value of one piece to 
another, nothing more from the business point of view.- A few men. 
those managing tlie system, need to understand the principles of 
money, to know the amount on hand in the treasury, the aiJproximate 
circulation, the relations with the banks, etc., l)ut there is no reason 
whv the masses should understand all these things in order to do busi- 
ness. The Chinese will understand as readily as Americans or 
Europeans, probably more readily. Nothing better is needed. 

the dealings with the GOtEItNMENT. 

As lias liw-ii explained in the Commissioner's report, page Ifi, when 
the special commissioner for China reaelieil Peking, lie was iiiformed 
tliat a special monetary commission liail lieen appointed to deal wit i 
the wliole snlijeet of monetary reform. TheMiiemhei^ of ‘ “'"'“le- 
sion are tlie followiiifr: Tlie Prince of Ch'mg, P"" ^ 

Natuno, Wang Wen Siiao. .IniiR Cliing. Lu Chuan Lm, Ciimf: hi 
Chen Pan Jut Tseng Chnno. Tai llinif: Tim. liesides tiiesi- niem- 
hei-s partly ex olficio. a siiecial eoniiiiittee consistiiif; of tlie folloiMn„ 
e and consnlthio oflicers had hoen selected to takiMip the s b- 

eet for detailed disenssion : Ch'en Pi, IM Shdi Cli-.m^, Ctaig l»n- 
■en Jill h-fng, U-i Pu T'lmg. Wang Clung M«, 

president of the whole commission, who is al«. 
iovermiient under the Emperor, was the Prince of Ch ng. It is lie 
who wluld of necessity, present in hehalf of the grand conned ay 
„,,,„.,,ial ti'i the Emperm- or any decree tor 

stilted that this special eomiiuttee would consider full) the su„g 
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tions of the. American Commission, and would then talk tlioin over 
with the liigher officials, more particularly with the two presidents 
of the Board of Revenue, and with His Excellency Natuiig, w!io had 
been sent the preceding year as special commissioner to Ja[)an to 
study its monetary system, and who, in consequence, besides ijeiug a 
man of great ability, had presumahly more special knowhalge of lh(‘ 
subject than the presidents of the Itoard of Revenue. 'J'he special 
committee had no authority beyond that of discussion and r<q>ort, 
although, of course, its members were at liberty to (‘xpr(‘ss lluui' 
individual opinions and often aided the discussion very much hy so 
doing. The opinion of the presidents of the Board of Revenue ami 
Natung, so the Prince said, wonld he practically decisive, in ail ju'oh- 
ability, as he would expect to accept their advice. 

Di.scussions with this sijecial committee and occasional meetings 
with the three higher officials mentioned above were carried on se\’(‘ral 
times a week from June 25 until August 20, when the American com- 
missioner was compelled to leave for home. As has been explained 
in the report, the commissioner was treated with the greatest courtesy 
hy all these officials throughout. At first it was evident that holli 
some of these officials and the officials elsewhere throughout the coun- 
try, who were visited hy the commissioner, had some suspicions as to 
the worthiness of the motives of the American Government in [)re- 
senting their plan, although those best informed, who knew that the 
American commissioner was there as the result of the invitation issued 
hy the Chinese Government, naturally had fewer suspicions. As the 
meetings went on and the plans wore more and more developed, and 
as it became evident that the Government of the United States was 
asking for no special advantages, and that the benefits to it were 
expected to come only through the improvement of conditions in 
China, these suspicions seemed to vanish entirelv. and the later meet- 
ings were characterized by the gi-eatcst cordiality and pei-sonal sym- 
pathy throughout. The new Chinese President of the Board’ of 
Revenue, His Excellency Chao, as explained befoix*, took the greatest 
interest in the subject, and apparently still continues his interest in 
the matter. It is believed that a considerable number of tlio special 
commission, if not indeed all of them, believe that the plans of the 
American Commission are wise and practicable, and that they can be 
earned into effect as soon as a sufficient number of the viceroys and 
other influential people shall have studied the matter enough to’ see its 
.significance. Of course, as the members had no right to e.xpress anv 
offiaal opinion, and as they could not take any vote on the matter, 
their opinions can be gauged only from the tone of the discussions. 

wlrn’r” ‘0 believe that in this way their opinions 

weie not gauged with a reasonable degree of accuracy. 
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Appendix A II contains, in outline, the substance of most of the dis- 
cussions which were held with this Commission, although naturally 
the discussions were much fuller than would he indicated hy the out- 
line, and it is not possible, of course, here to present the arguments 
and questions of tlie Chinese members of the Commission. 

As has already been explained in the report, the results are, on the 
whole, fairly satisfactory. Many of the higher officials and the 
Prince of dicing express opinions strongly in favor of the American 
plans. 

On the whole, the American Commissioner feels, as the result of 


many assurances from Ix^th foreigners and Chinese officials, that the 
work in China has been productive of very good results, and that, 
even if the Chinest^ Government does not immediately take up the sys- 
tem i)roposed by the American Commission (a result indeed tliat is 
hardly to be expected), it has, nevertheless, been saved from a good 
many mistakes which it was clearly aboiit to make beforehand, and 
that a system quite similar to that proposed by the American Com- 
mission will in due coui*se of time be adopted. Indeed, since parts 
of this report have been in the printei-s’ hands word has t>cen received 
bv the American Commissioner tlii-ect from officials who are among 
tile most influential in China that, in spite of discouraging delays and 
even some discouraging indications, the pei-sons favoring the reform 
may he confident that the proper plans will he carried through ulti- 
niatelv. and that thev need simply to cultivate the patience which is 
often ■rrquire.l in dealing with conditions in China where, owing to 
the looser form of governmeiit organization, any great changes must 

be made with great delil>eration. 
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I. MEMORANDA ON A NEW MONETARY SYSTEM FOR CHINA. 

jly ./rrcmiah U’. Jeiiks, CowminKioufr tu Chiiiii. 


I. NOTE FROM THE CHINESE CHARGE D’AFFAIRES TO THE SEC- 
RETARY OF STATE OF THE UNITED STATES OF AMERICA. 

Mr. Shen to Mr. Iloy. 

No. 27T.] CinNE.SE Leoation, 

Washinyftnt J aumru 1003. 

Sir; Keforring to my note No. 270, of tlie lOth instant, in which I 
informed you that I had received instructions from the Imperial (iov- 
ernmcnt relative to a proposed plan looking toward an international 
concert of action bearing upon the monetary question, I have the 
honor to submit to yon the accompanying meinorandnin containing 
the views of iny Government relating to the above-mentioned subject. 
^ It is the confident hope of the Imperial Government that the sub- 
ject-matter of its memorandum mav receive the careful consideration 
of the Government of the United J^ltates, and that such steps may Ih‘ 
taken as it may deem proper toward bringing about the desired end. 
to the niiitu&l benefit of all coiicoriied. 

Accept, sir, etc., Shen Tunis. 


[ tnclosure.] 


MEMORANDUM, 


inThe i'’’ n by the recent fluctuations 

m the value of silver bullion to the commerce, both of gold and silver 

standard countries, have induced the Chinese Imperial Government 

atioTo’AlTDniteT St ‘J'*’ Government, to ask the cooper- 

for the mrnn^l fieiff f n conditions 

tor the mutual benefit of all concerned. Safe and profitable trade 

between any two countries is dependent to a considerable deoree 

currencies. This stabHity 

Unlw StaLr„nd » * Sold-standard country, like the 

united States, and a silver country, like China, when the variations 
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in (he gold value of silver, as was the case during the year 1002, 
I'eached nearly 10 cents an ounce in gold in a single year," or nearly 
20 per cent upon the price of silver bullion. 

1'lie problem of securing relative stability of exchange between the 
gold and silver countries is one whose importance is not limited to 
silver countries, I)ut comes home with force to all those gold-standard 
countries which are seeking markets for their products in silver coun- 
tries and are seeking the extension of their trade in the Orient. The 
importance of this trade is indicated in some measure by the following 
table of the imports into certain silver-using countries for the latest 
year for which data is ohtainahle, based in some cases upon official 
Hgure-s, and in others upon those presented in the Statesman’s Year- 
book for the year 1902, reduced to round figures in American gold 
coin : 

Imports (tf rcrltiin nilvf'r-ushig countricif. 


riiina 

Mexico 

Dbilippiiic Ishuitls 

Straits Scttlpiin'iits 

IVilcratccl Malay States. 

lado-C’liiiia 

Cnchin (Miiiia 

'ronIciiiR 

Siaju -- 

Korea 

H(jlivia 

(’olonilan . - 

(Juateiiiala 

Honduras 



rara;;uay 


9:i4..'542 
(jr>. 451 

:}2, 141,. H42 
150. (MMl.OOO 
18, 000. 000 
7.50. 0«K) 
24. 000. 000 
12. :k)0.ikh) 

12.«5<H).IKK) 
5. 500. 000 
.‘1. im, (KK) 

11 , os;!. 028 

1..521.5MH) 
1.074.050 
500, 000 
1.8.18, 710 


Tet.il 


.574. 027. .12;! 


This lar^e volume of imports into the silver countries, exceeding tjie 
entire annual import trade of the United States, as recently as 18i0, 
comes almost exclusively from the gold-standard countries which are 
enga«n‘d in the manufacture of finisTied goods for the world s maikets 
and are iirofoundlv interested in the extension of tho.se markets. I he 
table <dven does not include British India and several silver coimtnes 

in South Aineriai which might become p.u-t.cs to " ij" 

giving stability to the relative value of the money of gold and sii\<i 

tountiies. largest amount of 

.dvcm VlIm^ is credited to the CMnese Kinpire. This large volume of 
h-‘ide is threatened in the present state of the punese 

Thrf<“:wd:;^ allm^while'^i^nding at the head of the almv« 
,n,:,!;‘i,f ?Kdcc of magnitude^ ^ 

the population and resources of the ChineMi l^mpiiu i 
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nipidly as even that of Japan, which has advanced in ten years from 
about $1.25 to nearly per capita. An import trade of $:l per cap- 
ita W the Empire of China, with its nearly 400 million people, would 
represent the enormous sum of $1,200,000,000, or one-third more than 
the largest amount ever attained by tlie import trade of the United 
States. The encouragement of a commerce so important as this seems 
to the Chinese Imperial Government to be worthy of tin- most sei-ions 
consideration of the Western powers. It would afford an oulh't for 
the produce of the labor of many thousands of woricers of Europi* 
and America, and employment for many millions of the eaintal of 
those nations, and would dot the Tacitic and Indian oceans with the 
flags of a carrying trade as large as tlial now reipiired in the entire 
commerce between Europe and the United tStates. 

'\\'Iiile a readjustment of the currency of China upon a stalde rela- 
tionship with that of the gold-standard countries would not in itself, 
perhaps, accomplish so tremendous a revolution as would be involved 
in the creation of a trade of more than a thousand millions, yet it 
would be one of several steps in that direction which would con- 
tribute greatly to accelerate an event of such paramoiml importance 
to the capitalists and the producing masses of the Old uiid New 
Worlds. The necessity is becoming more and more keenly felt by 
American and European manufacturers for the opening of new and 
the extension of already existing markets in every direction for the 
absorption of their goods, in order that means may he found for 
relieving overproduction and affording profitable reinrns to the in- 
vestment of capital. China, with her immense population and conse- 
quently large potential capacity for absorbing foreign products, 
offeis; a most important field for American and European manufac- 
tures, the ready absorption of which would tend to relieve overpro- 
duction and contribute materially to the prosperity of the manufac- 
turing nations. 

If results such as these are within the range of (lie influence of a 
reorganization of the monetary system of China, in harmony with 
the system of other powers where silver is the principal money in use, 
it IS evident that the Chinese Imperial Government acts from no 

selfish motive in asking the United States and the Kepub- 
lie of Mexico to join her in seeking an international arrangement for 
securing greater fixity of relationship between the moneys of tlie 
gold and silver countries. 

Quptions of finance and economics should be considered in all 
their bearings, with due attention to their far-reaching effects, and not 
merely upon r^ults which bring immediate benefit. Important as 
are the indemnity payments to the several powers, and ready as China 
IS to m^t them to the ^t of her ability, they represent but a triflino^ 
pro^rtion of the benefits which may be derived by the AVestern pow- 

^ permanent uniWm 

^ ^ market for the products of 

American and European factories and workshops. ^ 


k 
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It is with a view to findiu^ a rcMiiedv for the monetary causes which 
threaten to retard this development, and to preserve the export and 
r'arrving trade of the leading manufacturing nations to the silver 
countries, so that trade' may not lose its healthy activity, and confi- 
(lence may be restored to investors and mamifacturers.that the cooper- 
ation of tlie United States is asked in representations to other lead- 
ing i)owers in favor of international concert of action on this subject. 
The (iovernment of China does not seek the restoration of the free 
coinage of silver by either the gold or silver using nations. It is 
recognized by this Government that bimetallism in the sense of the 
free coinage of botli metals is a policy which has Uvn definitely dis- 
carded by leading powei's of Europe and by the United States, and 
that it would lx* futile to propose its restoration. 

It is, therefore, not the ex|X‘ctation nor the wi>li of this Goveni* 
ment that the gold-standard countries should take any action tending 
to impair their monetarv standanl or to make material changes in 
tlieir monetary systems. * It is doired that the governments of gold 
countries having dependencies where silver is used and the govern- 
ments of silver countries shall coo|K*rato in formulating some plan for 
estaldishing a definite relationship betwwn their gold and .silver 
monevs. and shall take proper measures to maintain such relation- 
ship.' One such plan, it is reported, has already been i)roposed in 
both Houses of the Congress of the United States with reference to 
the Philippine Islands. It is this and other plans designed to accom- 
plish the same end wlueh tlie (Tovcniuient of China Avould be jjhul to 
have considered bv the United States and other governments, with the 
view to the adoi)t‘ion of the attainable monetary arrangement liy 
those* countries which are not prcjiared under existing conditions to 
ailopt a currency system involving tiie general use of gold coins. 

The c(X)peratioirof the United States with the Chinese Imperial 
(ioveninu-nt an<l with the Kepul.lie of Mexico in presenting 
snhjeet to other governments ivonkl. in the opinion of 
ment, iiiil greiitlv in securing ii prompt iiiul siitisfiictory solution of 
HI, econonne prolilem which threatens the rniii of the silver-nsing 
countries on the one han.l, in the vain effort o meet increasing 
.mill olilioations aliroail. ami which threatens also the commeici.il 
oro-|,crit? of the trohl-nsinir comitries hy ilestroymg the purchasing 
pow ir of 'their customers. It wonhl we hclieve 7’’''"';'; 

IB'S 

which, in the opinion of this Government, it merits. 
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II. MESSAGE FROM THE PRESIDENT OF THE UNITED STATES. 

TBANSMITTING 

A REPORT FROM THE SECRETARY OF STATE, ^VITII ACCOMPAN YINO NOTES 
FROM THE MEXICAN AMBASSADOR AND THE CHINESE CIIAIRJE D'AF- 
FAIRES AU INTERIM, WHICH SEEK THE C(K)I*ERAT1()N OF THE (iOVERN- 
MENT OF THE UNITED STATES IN SUCH MEASl’RES AS WIM. TEND TO 
RESTORE AND AIAINTAIN A FIXED RELATIONSHIP BETWEEN THE MONEYS 
OF THE OOLD-STANDARD COUNTRIES AND THE SILVER-USINO COUNTRIES, 
ETC. 


To the Senate and Home of ReprcHcnfatb'cs: 

I transmit herewith a report from the Seer<Kary of Slate, witli 
accompanying notes from the Mexican ambassador and llie (Miinesi' 
cliarge d’affaires ad interim, wliich seek the cooiieralion of the (ioverii- 
ment of the United States in such measures as will tend to restore and 
maintain a ffxed relationsliip Udweeii the moneys of tlie gold- 
ttandard countries and the silver-using countries. 

I recommend that the Executive be given sufficient powers to l(‘nd 
the support of the United States, in such manner and to such degree 
as he may deem expedient, to the jmrposes of the two (lovernmenls. 

Theodore Koose\elt. 

White House, January 20^ 1003. 


The President: 

I have the honor to submit herewith a translation of a note from 
the amba.^ador of the Republic of Mexico and a copy of a note from 
the charge d atfairos of the Imperial Chinese (Tovernment. Roth notes 
ask the cooperation of the Government of the United Stale.s in such 
measures as Mill tend to restore and maintain a fixed relationsliip 
between the moneys of the gold-standard countries and the silver- 
using countries. It is not asked that the United States modify its 


n„V,Vrfr. ‘ u I- . of both Govc-l-ll- 

ment!,, that consultation between the United States and Eui-oiiean 

dependencies in the Orient, and the independent conn- 

ninnet"’'*'™ ? general use, may result in the adoption 

of a monctaiy system which will prevent the great lliietiiations in 

Ifluclfa ilsid ' ‘“"l ‘>>e sifver-using countries, 

part al sohSnn Poi'ited out that at least a 

STi ir q been proposed in the United States in a bill now 

Cefits?w 1 f 'll"' Philippine Islands-gi-eat 

also cL^to tli^ 
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all the powei-s. This result, if it could be accomplished, would be of 
the fii-st importance not only to the United States and to the other 
l)o\Yei's having a share in the indemnity payments, but to China her- 
s^df and lier nitiire development. 

I respectfully submit for vour consideration that these communica- 
tiims be transinitted to Coii^'ess with the recommendation that the 
Executive be oiven sufficient powei-s to lend the support of the United 
States, in such manner and to such degree as you may deem expedient, 
to the purposes of the two Governments whose notes are herewith 

submitted. 

Respectfully submitted. John Hay 

Department ok State, 

Washington^ January 28^ 1903. 


Li 6 l of papern. 


From Moxi.ai. amhassador, January Ifl, 1903. with iiiflosod memorandum. 
Vrnin ('hiiiost* <*luir 2 t\ JuiiuJiry lOO.i, 

VvZ ciiliese chargCN January 22, 1903, with Incioscd memorandum. 


Ill SUGQESTIONS REGARDING A NEW MONETARY SYSTEM FOR 

CHINA. 

1 The Chinese Imperial (Jovermnent promptly to take effective 

Irir gene^ 

ChL acceptable associates in charge 

of the n'.int or of such work as j 

4. The controller to "7^^. loans, drafts 

tion of the cd'Tcncy, Dichn >nh ^ „f ,1,^ general 

on foreign credits, «tc. His « flmpu tf> inspection hv accred- 

,j.,,,.,„,!;nnt) to he open « _ readable ,;ae.nni..V, 

;::;!yi:srx‘Sse GoverL...t. rurri; 

suggestion and recommendation. standard unit of value. 

r The Chine,se Govern.n™t to ado^p Jda _ 

The nn.t to ““f “ -TZlf “Xe of a tael, or somewhat more than 

ably, approximately, the gold ^ame coinage of 

a Mexican uldt 5 10, 20, on demamt for 

suitable ™ EventuaUv some to be coined on Gov- 

a reasonable coinage charge. TJ^emua v 

eminent account. nnssible silver coins, with an 

6 China to coin as rapidly as po^i . joHar for circulation 

’■i’r'cttto’ "X^tto at par with the standard gold 
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unit at a ratio of about 32 to 1. More to l )0 coined thereafter, aeeonl- 
ing to needs, as indicated by provisions followin/i^. Subsidiary and 
minor coins, silver, nickel, and copper, of suitable weight and value 
to be jirovided. 

7. Both the gold and silver coins to bo roeeivalde at par in payment 
of all obligations due to the Chinese Imperial (lovernment in any <if 
the provinces. When such obligations liave been made in silver, the 
new coins may be tendered instead at their coin value, 

8. The Government at its discretion, in conjum'tion witli the vice- 
roys, from time to time to declare, by proclamation, in the various 
provinces the new coins legal tender f(jr tlehls incurred after a date 
fixed in the proclamation. Previous <lcbts to he pai<i as contracted. 

0. For the maintenanee of the parity of the silver coins, the (’hinese 
Government to oi)en credit accounts in I>ondon and othei- leading 
commercial centers against which it may draw g»)ld bills at a fixed 
rate, somewhat above the usual banking rales. For example, if tlie 
usual banking rate on London, under l!ie system, were alMuit I of the 
now coins for 2s., the Government might stdl if the rate rose to 1.02 
for 2s. Such drafts to he made only under tlie direction of the con- 
troller of the cniToncy, but to be made on demand for all depositoi's of 
the new silver coins in sums of not le.ss tiian, say, lO.GOO ia(*ls. 

10. Should it be necessary to make a loan for the esiablishment of a 
general monetary system with adequate exchange funds, it to be. se- 
cured by sources of revenue sutlieient to yield an amount which will 
provide for the needed interest and sinking fund, such revenues to be 
managed in a way satisfactory to tlie parties interested 

11. The seigniorage profit’ from coinage to l>e kept' as a sei.arate 
fund, menever 500.000 taels worth shall have been aecmnulaled it 
to be j) aced as a gold denosit with the seieral foreign depositaries in 
proportion to drafts made upon lliem. Tliis process t<, lie eontinue.1 
til at kast—— taels worth shall bo in the gold fund on deposit. 

12. For roplenishing the gold fund after its reduelion by drafts, tli * 
conlrollc.r to honor siTvor frafts drawn by Iho foreign agents of tl. 
tieasnrv in exchange tor gold, at rates Hxed by tlie eontroTler. 

kepLf wdh f ^"“'i " ''‘‘"'''"I? '«"• 'vliich bank note 
Jontrolkn- •''sponsible banks under the siipen iiion of lb- 

It As rapidly as is practicable the now enrroncy to be introduced 
into the various provinces, the controller making iii of the lolal <^^y 

tre^iy Mrrat“„^T' ""T.fstem to be introduced into all the 
to be cSlecterin terms of IhT ® ■•"•> «“ '''stoms duties 

lected in new cnlrlncTas fast aTil kS;, 

vision also to be made for the keepiim of the tni 
new system. seeping ot the tax accounts under the 


- of the new 


16. The new system to be put into effect when 

ready for circulation. ^ 


S. Doc. 128, 58-3 6 
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V. CONSIDERATIONS REGARDING A NEW MONETARY SYSTEM 

FOR CHINA. 

1. ADVANTAGES OF A GOOD SYSTEM. 

Whon the Imperial Government of Cliina. on Jaimnry 22, 
a(Ulre.s.sc(l its momorandnm to the United States concerning tlie estah- 
lishment of a new monetary system wliicli should fix the rate of ex- 
change between China and'gold-standard countries, the Government 
of China doubtless fully rec(»gnized the great advantages wliich would 
accrue to it ^hould such a reform he carried out. It doubtless also 
realized that such a reform would be beneficial t<i the nations with 
wliich it had commercial relations. It is, liowever, perhaps well to 
mention here what may he some of the advantages both to Churn and 
to the foi*eign countries concerned, and to note also how this move- 
ment appeared to others. 1 * l 11 

It was natural that the Government of the United States shou « 
welcome the proiiosition to put China upon a gold basis ami shouh 
look for tlie cordial cooperation of the leading manufacturing ami 
exporting nations of Kurope. because such a measure promisc-s so 
much foi- the extension of their future trade and their opi)ortunitus 
for safe investments. The present uncertainties, due to tinctuations 
in exchange, in regard to the profits upon commercial operations Ik- 
tween the gold coi'mtries ami the silver countries would be 
an end if these fluctuations were brought within the usual limits 
between two gold countries. Under present conditions the impo tei 
in a silver counlrv is compelled to bye from hand to mouth and to 
freativ restrict his orders for goods given to European and American 
exporters. Investments of capital are even more hazardous, since 

fill in the price of silver equal to that which occurred within a ft« 
ino ths in would wqie out profits of 15 or 20 per cen and re<l mv 
by that amount the value of an investment made m a sihei counti\ 

■|^ it were <ou'dit to witlidraw it in gold. . . . 

I'lio luloi.tioii of ii stal)lc exchange, by reinoclymg hes.. n 

iiiK iie-ti.niablv sliimilate the importation into ( Inna of tin 
et Et r an.l Aineriean mills aiu faetones. >I„ny of 

C imimrtitioni nonhl be in the f.,nn of 

= 0^.!:^:. ^ntytnes 

i^::L^am::r;;::::mvvhenyeya..^e,iti^^ 

gold) i't -fronV Hl.otm.non yen 

t;io.«<H)!t'oO)‘' "r'lShO to :t00.0«0.000 yen ($l.t0.00(..0(K,) ,n 
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1900 an increase of about 200 per cent, even when sillowance is niinle 

for the reduced value of the yen by the fall of silver. 

If a ratio of increase corresponding to that of Japan wore to occur 
in the imports of foreign jjoods into (Miina. such imports would rise 
within ten years from 50 cents to $1.50 i>er capita and a market would 
l)e opened for $400,000,000 worth in American «.n)ld of tlie ))roduc(sof 
Europe and America, in addition to tlie present volume of their trade 
with Cliina. \\niile it is jirohaide that tlie development of the com- 
merce of China would not he so rapid as that of Japan, there <-an be 
no doubt that the opporlunity for lar^re trade and sab* iiivcslmcuts 
offered by the adojition of a imiform currency in China based upon 
(he ^old standard wouM alford henetils to the manufaclurin^ and 
exportiii" nations wliich abundantly justify earnest efforts on their 
part to secure such an important economic result. 

Already, at about (lie date of the appointment of the Commission, 
the importance of stable exchanjre in C'hina had lieconie a subjes-t of 
discussion in the Orient and of action liy several commercial laxlies. 
Typical of these expressions is the resolution adopted on April IH 
last by the Shanghai General ('hamh(*r of Commerce: 

“Haviii" in view the fact that silver is suliject to violent fluctua- 
tions, and that China’s financial oblifrations, national and commercial, 
are now mainly, and in future will probably be entirely, with 
gold-usinjf countries, this chamber is of opinion that the treaty pow- 
ers should urge tlie Chinese Government to taki* tiu* necessary steps 
without delay to provide for a uniform national coinagt* as a first step 
toward establishing the currency of this country on a gold basis at as 
early a date as practicalile.” 

The high authority of Sir Kohert Hart, inspector-general of the 
imperial maritime customs, may also be invoked in favor of securing 
for China the great commercial* and fiscal benefits of a gold stamlanl. 
In a pajier jiresented to the hoard of foreign affairs and printed in the 
Aorth China Herald of July 3. 1903, Sir Kobert Mart declares: 

“It would be much wiser for China to maintain a gold standard 
instead of a silver one 'as at present, since silver has dropped down to 
such a degi'ec, and moreover possesses no certain or uniform c.xchauge, 
''’ithin the limits of a single day. The hundreds of trades are all 
aisastrously affected by the pres(*nt state of the currenev, while the 
Government having to pay its foreign debts in gold, both country 
and people arc being plunged into the depths of financial distres.^. 
Ihc conditions pictured in the foregoing therefore compel one to 
^ek some p an \Hioreby they may be ameliorated, and so make it that 
Gmna, while still using a silver currenev, shall so fix a uniform 
exchange between silver and gold that there mav be no danger of 

uncertain fluctuations.” * 

Such reform, however, needs to l)e very carefully considered from 

Ushm^^'LCit ^ ‘h® p™j“t of estab- 

Ushing a deBnite monetary system for China on the gold basis are 

nLn which are dependencies of the leading Euro- 

pean poweij. These countries include the Philippines under the 

Franra \nd thr],. fit ’ under the authority of 

ranee, and the dependencies and colonies of Germany in ‘East 
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Africa and Asia. In support of the general objects sought, the 
Coininission prostuited, therefore, to tlie European powers: 

1. Suggestions for a monetaiT system for China. 

2. The subject of aj)proximate uniformity in the relationship be- 
tween the gold unit and the silver coinage in China and in such 
other countries as may hereafter establish new monetary systems 
based on the gold standaVd. 

3. The subject of establishing a certain regularity in such piir- 
chases of silver bullion as are actually required for coinage purposes, 
with a view to aiding the gold price of silver and eliminating, as 
far as practicable, the extreme lluctuations in price incident to specu- 
lation. thus rendering the adoption of the gold-e.xchange sj'stem 
much more easily attainable in countries whose credit needs 
strengthening. 

2. DIFl’lCUI/riES OF A CHANGE IN CHINA. 

The ([uestion of a monetary system for the Empire of China is 
distinctly a jiractical one. While the estaldishment of a new mone- 
tary system in a country so differently situated as regards its bu.si- 
ness, governmental organization, and civilization from those of the 
western world would be one of gi'cat interest to all students of inonc- 
tarv science, nevertheless the ([uestion as treated by the Ameiican 
Commission on Internation Exchange is one which has to do with 
governmental action and with the action of l)usiness men in the near 
future; and, in consetiuence. it is to be considered cluetly froiu the 
point of view of practice. Under the.'^ circumstances it is advisalde 
at once to realize as clearly as possible the difficulties which stand in 
the wav of the establishment of any satisfactory monetary system in 
the C^hinesc Empire. The chief difficulties may perhaps lie enumer- 
ated as follows: . , ^ _ 

1. At the present time China has no national monetary system. 

Indeed, it would not hv too much to say that she has no inonetary sys- 
tem at all of the tyjie common in Europe and America. In several of 

the treaty ports silver coins circulate largely : in , ‘'J' ' 

sin. the jle.xican .lollars: in certain parts of Manchnna, the I n* an 

ronhle: in Canton anil Hankow amt m various f 

coineil liy. the. mints of the ■■espective nceroys; am coin ar , 


epi<rht ‘ind fineness. In the country uisiricis in iiu- p ' 

■erTs comparatively seldom employed by the Chinese, the copiier cash 
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ptetui of silvor which niufit be wei^liotl. Moreover, flie C’hiiiei^e peo|)l(* 
are proverbially conservative and iiidispos(‘(l to clianjje from tin* cus- 
toms of their fathers. Experience both in China and elsewhere, how- 
ever, shows that a people soon learn a new money system if it is for 
their advantage. Moreover, China has in one way a decided advan- 
tage in having no established uniform system. Her (loveriiment is 
under no obligation to mlecm the old coins, except those* issued by the 
provincial governments. 

2. The central Government, of China has not been accustomed to 
enter into the details of administration of local government in the 
different parts of China. Those details have been entiaisted to the 
viceroys and other local oflicials. For the establishment of a national 
monetary system in any country it is ordinarily understood that the 
central government must be strong, and that it must exercise its 
authority directly over individuals throughout (he country. It will 
be recalled that when the United States was first organized umler (In* 
confederation, the Government practically broke down because the 
central Government could act upon individuals only through the s(‘p- 
arate States. Possibly the most ess(*ntial im])rovenient in the m*w 
Constitution was the establishment of authority in the central (iov- 
ernment to deal on certain matters directly with imlividual citizens 
throughout the entire territory inchided in the fruited States with- 
out the intervention of local authorities. The fact that (lie central 
Government in China has not been accustomed to deal thus directly 
with the individual citizen in many matters will make it necessary 
for the succe.S8 of the new system to extend somewhat this custoin, 
and also to secure the co-operation of the viceroys and of other local 
authorities in order to make the system effective with as little friction 
as po.ssible. There is no doubt tliat, by the organization of a central 
national bank or some similar centralized organization (his difficultv 
can be largely overcome. 

3. Of course wherever a change in the present monetary system 
would les.wn materially the revenues of the viceroys, governors, and 
other officials, it would be only just that care be taken so to adjust the 
local revenues or the revomics of the now system that reasonable coin- 
pmisation would be made to the officials for the losses sustained. 
>Miile the new system would tend toward needed centralization of 
administration, such administrative change ought not to be made 
unjustly without due consideration for present conditions. 

«;„ii suggested that a general monetary system, espe- 

cially if it were founded on a gold basis, would be contrary to the 

Ui nesc bankci's, that, in consequence, it would meet their opposition 

lions i p ' receiving the taxes and other obliga- 

tions due the Government, to make profit, at times larr^e from riie. 

wS^nto thp 7“’ 90 PI>er, or other material employed in 

Sor tiel ‘ Tf ^ P“.V™™ts ^yere made to the higher 

authouties If a mone ary system were to become seneral and the 

taxes were lened directly m terms of the new coin this nrofit from 

TheT’ U" ‘“koo 
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Some persons have even been of the opinion that opposition would 
be. nuule to a new system even by the European bankers, because their 
business has for a long time been largely an excliange business, and a 
very large percentage of their profits have come from their profits in 
exchange. If the monetary system of (’hina were placed on a gold 
basis, it is thought, these profits naturally woidd be very much less- 
ened. In most cases these difficulties are not important and will make 
no trouble. The wav in which the new svstem will benefit instead of 

injure both these classes is explained later. 

3. The Government of China is under so great financial obligations 
on account of its foreign debt and the indemnity due the powers that 
any monetai'v plan to succeed ought to have the good will and moral 
support of ail the great powei-s; or, at any i-ate, it must be one which 
will not interfere in any advei*se way with the settlement of the obli- 
gations which are due to th(*m. It is on this ac(*ount, of course, 
that it has been thought desirable for China and those assisting her 
in the attempt to inaugurate a new monetary system to secure before- 
hand the svmi>athy and moral sui)])ort of all the great powers mter- 
(sU‘d in the indenmitv. Such sympathetic consideration luis already 
been secured bv the visit of the Commission on International Ex- 
change to Euro'pe and Japan, 'i'lie obligation of the indemnity has 
of cmirse. weakened the power of China financially for a tmu-. but 

it is hoped this may be overcome. * r 

4 Inasmuch as the stability of e.xchange in the settlement of j .i\- 

ments in foreign trade is a matter of prime iniiiortance in 
with the proposed monetarv system, lieiiig in fact tlie point on ^^lluh 
rcllief ‘emphasis was lai.l l.y the Chinos., (h-vramcnl m Us n.onm- 
, ’.11.1.1111 a.kli-ossocl to the United States (loyeniment .Tamian 
lilOd, the plan and tlie inetliod of adininistnilion in oi-dei- to lx' siio- 
cessfi.l n.iist commend themselves to foreifrn ...s.ness iiieii aim . c 
.mgaoed in trade with China. Tlie Chinese .ndem.i.ty, ' 

with the ii.tei i.retatioii Ldven to the protocol by several of the po« is, 
is iiayahle in ■‘mid and is jiayahle through the medium of a eo.nm.tt.. 

"'Frig;: "‘wlm‘'ha.f money to iiwost are deterred f.xan ..eh 
* ^ If. rudii'i hv the damper <if hr'!' coming from tlu ihictn 
ml'm' :he'rltl;s‘;;f’«.t,;.. ^1-ersons wlm have g.«..ls to sU m 
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5. Tlie Amcricnii coininissioners. in jn-esenting si phin for si mone- 
tary system for China, represent Cliina, inasnincli as (hey \v<‘i'<* 
appointed for this purpose on tlie invitation of llie Cliinesi* (iovtu-n- 
ment. The plan which Ihcv present is tlie one wliieh (hey I>elie\<* to 
be the best for China he]*self, the one that will'prolmbly lielp Chinsi 
the most in both iier internal and her external 'trade, in the settleiiM-nt 
of her foreign indemnity obligations and in other regards. The [ilaii 
must, of course, be one that will in no way be detrimental to (he sover- 
eign riglits of China. It should lie one tliat will as rapidly as ptissi- 
ble fit into the customs of the people. Inasmuch as the* Chiiiesi' aie 
not accustomed to a general monetary system of (he occidental t.vjie. it 
has been felt that (he way to accomplish this pur|K)se most easily is 
to formulate a plan which will appeal directly to the imdive of self- 
interest of the individual. As compan'd with other oriental peoples, 
for examj)le. the inhabitants of India, or of Java, or of the Philip- 
pines, the Chinese are noteworthy for their thrift and (heir ((uick 
intelligence in everything that (ouches (heir self-interest. They are 
notoriously shrewd in matters of bargain and are ready to take 
advantage of any opportunity for even a slight prolit. In conse- 
(pience, it is thought that any plan which ])rovi<les a money that, in 
retail trade, in the settlement of ohllgalioiis. in llu* payment of taxes 
due the (lovernment, and otherwise, will either free the individual 
from the liability of losses which he has sutlered heretofore, or will 
give him an opportunity for making a gain, however small, will he 
one that will attract the Chinese people; and in (his way it nuiv he 
said to fit into the habits and customs of the inhahilants, e\'eu of lliose 
wlio are uneducated and untrained in business methods. 

As has been said one must not underestimate (be difiicultios whieli 
stand in the way of the introduction of any new system; hut, on tin* 
other hand, in spite of these difficulties and advei'se conditions, it 
IS thought it is worth W’hile, both for China and for the people who 
ai-e doing business in China and with China, that at least a beginning 
be made toward the introduction of a rational national nionelarv sys- 
tem. within the last two or three yeai*s many suggestions have been 
made in this direction. The Chinese Governinent has issued a deeive 
commanding its board of finance to organize and put into effect such a 

1 instructed its delegate to the Osaka Exposition in 
Japan to make a study of the Japanese monetary system with refer- 
ent to obtaining information which might aid the Governnienl in 
formulating its own plan. The Tientsin and Shanghai chambers of 
commerce have adopted resolutions looking toward the establishment 
- otpd I Hongkong Chamber of Commerce has likewise 

> nlnn \vl “.‘“f'''';*' direction. Sir Kolxnt Hart has outlined 

1 to the Chinese Governinent. The 

S X TTniteIi"Jtt' t’ J ‘inidiin England, .rapan, 

rcaaine&s on thepart of the Chinese Government to act.it isuraeticnllv 
certain that some attempt toward reform will bo made. It is in conse • 

^ ^o^n'nkle that when a beginning is made it be made 
enmnemted be expected that all the difficulties 
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the riglit direction tliero will be nothing to retrace, and the systan can 
be put into etlect along right lines with the practical certainty that 
eventually the end desii-ed will be attained. 

3. THE I.VIRODrCTION OF THE NEW SYSTE.M. 

It has been thought by a minority of the persons who have dis- 
cussed with the American Commission their monetary plans that, on 
account of the fact that the Chinese people are not accustomed to a 
national monetary system, it would be wiser to begin bv introducing 
a general monetary silver unit, in order that the peopfe might thus 
become accustomed to the use of a national coin of a recognized 
weight and fineness, and that the establishment of this coin upon a 
jiarity with gold lie made a matter for later action after this lii*st step 
had been taken. It has been the opinion, on the other hand, of the 
American Commission, and, it may be said, also of the large major- 
ity of those with whom the question has been officially discussc’d, 
that it would be a wiser plan, because in the end an easier plan, in 
starting the new system, to establish the new coins, silver and copper, 
on a gold basis, and from the beginning to maintain them at a parity 
with gold. 

There are various reasons for beginning on the gold parity: 

1 . I'he benefit of the system will be more evident from the liegiu- 
ning. While a nationarsilver currency not on a parity with gold 
would be of great benefit to the internal trade of the country, the 
exjiort and import trade would be helped directly in no way by su<-h 
a system. It would yeceive only indirect benefits, such as the encour- 
a‘nunent of internal trade would give to trade with foreign countries, 
(hi the other hand, it is e.xtremely desirable that the export and 
import trade be encouraged as soon ns jiossible, becau^^ through that 
trade will perhaps come one of the chief benefits to China in enabling 
her to pay off more easily her foreign debts. , ^ ^ . c. 

It can not properly be urged that the chief or even the first benefit 
of tJie new system would go to the foreigners, though, of course, they 
aho will be lienefited. The C'hinesc as the jiroducers of the goods to 
be e.xported. and as the consumers of the imports, will gam most. 
The fluctuations in exchange have checked the foreign deinaml for 
Chinese goods. With the increase* in that demaiul prices wi natu- 
rally rise and a new source of wealth for the Chinese will thus be 
opeiied. Again as the risks of a fluctuating exchange I>='ve led ex- 
imrters to pav the lowest possible prices for goods to expoit. thi><. 
same risks have led importers to ask the liighe.st nossible jirices for 
Uieir imports. The renioval of the risk would lea<\ to an .m-reas,- ,n 
the number of importers, to greater competition, and in constjipieme 
lo^er imices for imports.^ Though the money mav 
first through the hands of the foreign! trader, the chief and fii-st nal 
benefit will come to the Chinese producer and consuinei. 

if for a short time, the new system were adopted only in the sea- 

l,uuicl 1,1-ovinces and not yet in the interior, 

a Ln-eater rate of exchange between interior and port than now e.xists 
for ‘mods not to be exported. As so great a part of the shipments to 
the ports however, is for foreign trade, so that the gold rate must 

now he considered, the real Ihictiiations in e.wh.inoe >» “‘'j'’,.'' ^1^'' 
ness would probably be less than now. At any rate, tin difficult} 
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would be merely temporary and would be overcome as soon as tin* 
system could be extended into the interior, and is sli^lit eonipan-d 
with tlie great benefit to follow' when the system is eonijjlete. 

2. The establishment of the system on a gold basis would encourage 
also from the beginning the investment of foreign capital in China, 
and this again w'lll be a source of profit to the (’hinese jjeoph* and to 
the Chinese Government, which will enable them to meet their obli- 
gations. 

The benefit of a new factory or a new’ railway or other business 
undertaking is very great to any country. In America it is usual for 
the people to give not merely land free for such enterprises, but lh(‘V 
often give freedom from taxes for a period of years, and at. tiuK's a 
large bonus in cash. The new' investment gives the employment at 
higher w'ages to more workmen, encourages the building of houses, 
makes a greater demand for food supplies and goods of all kinds, and 
tends thus to make the wliole people more jirosperous. 

8. The beginning on a silver basis with the expectation that the 
coins were afterw'ards to be raised to a parity with gold would t<‘iid 
to encourage speculation to a greater degree ‘than if tlie new syst<*m 
w’ere established at once on a gold liasis. It would tend still further 
to the unsettling of business, through a fall in tlie prices of g<jods 
w'hen the value of the silver coins was increased; and while it might 
prove a source of considerable profit to the bankers or to otliers who 
might have large stocks of the new silver on hand, it could not but 
prove detrimental to the individuals who had large obligations to 
meet, inasmuch as they must be met in a coin of greater value 

4. The Government would derive directly from the gold basis a 
beneht from an increase in its revenues, inasmuch as it would be I'X- 
pected that comparatively soon, at any rate, all the obligations due 
he Government would be collected in terms of the new coin, and even 
though the readjustment were so made that there would be no adili- 

“I .taxpayer, tlie Gtivernment would 

at any late saved from the loss in the value of its revenue whit'h 

depreciation in the pri(x> of silver sm-h 

S .rs s-CEASi's-ifi’:" ^ 

I'CVoml nuestion 

China to start 

easier than to start with silver whicirmust'nfto' ^“.‘’^huned, it is 

^ irsu; rq^aib 
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that would in no way prove an evil, that the coin might for a consider- 
able time be hoarded by many Chinese as they would lioard gold. If 
a silver coin were generally circulated throughout China before it 
Avere placed on a gold basis, it would not give this confiilence. lie- 
sides, there would be a considerable danger of the issue being so large 
that when an effort was made to place it on a gold basis there would 
result the necessity, as was the case in India, of a relative contraction 
in the currency as compared with the business demand which would 
produce the ill effects of falling prices alread\’ mentioned. If the 
coinage Avere also free, there Avould be a likelihood of the melting of 
the coins, of the subsequent recoinage of the metal, and so on. which 
at j)resent exists and Avliich Avould render it j)ractically impossible for 
the (TOA'ernment to have any accurate knoAvledge as to the. amount of 
coins in circulation; and in consequence the ditficultics of regulating 
and maintaining the system Avould be vastly increased. 

The fact must be recognized also that in anv case the noAV monetary 
system must work its Avay sloAvly throughout Ohina. The mere physi- 
cal ditliculties of coining enough silver to supply the neetls of 1 00, 000,- 
000 people or more Avill make it certain that sewral years Avill elapse 
before there can be a national system of any kind Avhich shall be gen- 
erally employed throughout China. If, therefore, it is ))roposed to 
have'a national system' thoroughly introduced before it is placed on a 
«n)ld Daritv, there must Ik* a delay of many years before even the treaty 
ports and foreign countries could get the benefit of stable exchange. 
On the other hand, if the system is introduced on the gold iiarity, it 
may, and must in fact, be introduced first in the^^ treaty ports and m 
other places Avhere exchange Avith foreign countries is common. 1 hese 
benefits will be st*cured from the beginning, and then, as the new coins 
increase in number, they will gradually make their Avay ^ 

of the yiceroys through the different jirovinces into the inteiio . and 
, he system cL doubtless be ..■omi^leted in its final form m subs an- 
liallv the same length of time that it Avould take to introduce the sibei 
!.';rri.u'v thnmslumt th. .'von tl,oud. it not on he sold 

basis. The difficulties of the maintenance of the coins at pai thiouji- 

niil the country Avill he disciisst*d later. 

The (lilficnltV. tlien. of the Chinese- people hecoinms nccnstoined to 

or^inf 

.“.d?^ 

tl^ n ew "Ue... il itlve.. on the gold hns.s, nn.s.nueh ns 


employed in the intro.mction o 

the country adjoining. Oamii^ i: /.nn lio consul- 
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of thfi communitv, say 25 per e(*nt. Ihev mi'zlit Ih* inirodiicf'd, Ihe 
Govornmenl making Ihoni receivable at their par valiu* in piiynient ot 
all public obligations, and even, if it seemed desirable, making the 
payment of these ohligatinns in the new coins compulsory. Under 
those circumstances the Oovorinneiit should also provide in those 
cities a suflicient number of exchange agents of tried probity, so that 
the native Oiinese who had taxes to pay could bring their copper 
cash or their silver sycees or M«‘xican dollars to thes(* agmits, secure 
the new coins at fair rates, and then immediately use them in tin* pay- 
ment of (heir obligations due. In this way they wouhl sei- at once 
the superior value of the new money in the i)ayment of oliligatioiis; 
they would know iluit they could always he em])loyi*d foi‘ (his pur- 
pose, and they would in conseipience not hesitate to receive them. 

Furthermore, it would doubtless he wise for the (lovermiieut to 
employ as e.xchange agents the Kuropean hankers and thi‘ uativ4‘ 
hankers who might he. in this way properly (•oin|)ensated for w«)i*k 
done for the (lovermnent and thus a source of prolit might lie (•ri‘a1ed 
which would tend to remove the opposition which (hey might otlnu*- 
wise make. Indeed, if the (iovernmeiit were itself making a [irolit 
from the seigniorage of 10 to 20 per cent, it could well atlbnl. if, for 
political reasons, it seemed desiralile, to pay a ratlier high commission 
for this work. Even if they shouhl wish to do so, as has been some- 
times said, it would not he possible for the local ollicials to taki* an 
unfair advantage of the exchange of the old money into the new coins, 
provided the Government started the r<*form in small territories like 
the cities indicated and eslahlished directly its cxcliange agents whom 
it could trust. The terms of the exchange ought to he made so puhlii- 
that it would be. comparatively difiicult for extortions of the kind 
indicated to he practiced. 

Irom these cities the system should, of com*s(*, be extended as rap- 
idly as possible, considering the necessity of meeting the needs for 
coins and of securing the proper governmental control, into the ad- 
joining provinces where the peopu' are already accustomed to coin, 
and where the viceroys and other local officials would he most in favor 
of the new plan; and then, gradually, it should Ihj e.xteiulcd from 
province to province into the interior. The people in the prov- 
inces now accustomed to tlie use of the Mexican or Hriti<-h dollar as the 
experience of Eiissia in Boukhara, of the English in Hongkong, of the 
1 iuhppines^of Jupan, and of liritish India sliows^ would very rapidly 
learn the use of the. now coin whose par value was above its metal 
value. The people in the interior not accustomed to the use of coin 
at all would gradually gam that new custom through the possibility 
of paying their governmental obligations in them at once, and tliat iii 
such a way that they would Iw freed from tlie oppressive char<res of 

lag<^of le 

' generally the European bankers have expressed 

sympathy with the plan for the adoption of a new monetary system 
for China, it is rerognizod that the adoption of a system on the <rold 
standard w-ould, of course, soon lessen their profit from an exchimo.e 

^rthe"tyay of ‘in not likely to place ohstacres 

would at any rate hardly openly oppose such a gi*eat economic benefit 
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to the country as a wliole, oven though it were somewhat detrimental 
to their iiulividual interests, it may lx* worth while to indicate what 
the eti'ect of such a system would probably be on the business of the 
foreign bankers. There is every reason to believe that, although 
there would be loss from a fixetl exchange, there would be enough 
increased business in the nature of loans and discounts to otfset this 
loss. In India it is stated that, although the profits from exchange 
business have fallen off since the stability of exchange has been' prac- 
tically secured, the bankei's have increased qiiite decidedly their loans. 
In Japan it is stated by one of the great bankers that since the intro- 
duction of the gold standard there their profits have, on the whole, 
doubled in that country. It is scarcely to be expected that so great 
a benefit <*ould come to* bankers in China on account of the dillVrent 
methods of doing business. Still it is probable that within a few 
yeai-s a considerable increase of gains over losses would be secured. 
In Mexico some of the largest exchange bankers, whose profits for the 
last few years from exchange have been very large, are ready to take 
the risk (>f their loss because of the certainty of new foreign invest- 
ments for which they might readily become the agents. Moreover, 
in th(‘ ca.s(* of foreign investments the banks would naturally become 
the a"<*nts and organizei-s of business enterj>rises, etc., to a <legree 
whicir would liring them large profits. From all these sources am 
from others which will readilv occur to the banker, the lar-sighfed 
banker would be certain that in the long run not only the country as 
a whole, but also his bank, would gain. 

4. NKP:I) of KXrKItT ASSISTANCE. 

Inasmuch as China has few, if any, men who have been thoroughly 
trained in the organization and management of monetary systems on 
the Euroiiean or American plan, in order to st'cure the sound mannjie- 
luent of !inv new system, it would seem best that foreign. experts o 
placed in charge of ‘the mints.and be given a general supervision of tie 
monetarv svst?in as a whole. Of course, by far tlie largest part of 
the work w^iuld be done by Chinese, and the foreigners 

dr ositions as appointees of the Chinese, (lovernment; bu 

and rniidence in siicce^s. tha*t they be given a large measure of dis- 
cridion po^iSr jealousy, it 

wouhrdmibtless be wise for t*;*; 

to organize ami imuiage the i j |,p (jest for China, as 

,.„t itlitionalities; hut it -ay 

well as for the success of the s}s em, unpointed should 

representatives of wouhriiave the confidence of 

be exia-rts of siicb standin^ tl . .. , (rovernments.. 

business men, both ( hinesc am \ interests of China 

As ('hinesc apijointees they " o tl s o id" of courstN they 

are fully cared for and in ^hich their work 

should give every degree of publicit} to tnc wu^v 

is carried on. * i . idnn that tlie controller of the 
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ditioii of tlic currency, including amounts in circulation, loans, «lrafls 
on foreign credits, and other matters such as are usually published by 
European governments, but, further, that the Chinese (lovernmenl 
should voluntarily open the controller's accounts at reasonable times 
to inspection by accredited representatives of the powers inteiv>.led in 
the indemnity. These accounts would be only those usually piiljlislied 
and would not be those of the fiscal system in general, but oidv those, 
connected with the monetary system. Of coui‘s(* no pow(‘r would havt5 
any right to make such a demand, but inasmuch as the success of the 
system depends u{)on public confidence, the Chinese (lovernmetit could 
l)erhaps in no other way so easily and so wisely secure conlidcuice as by 
voluntarily giving this right of inspection to the powers, (’hiiia 
might well also be willing that they should make any suggestions and 
recommendations regarding the management of the system winch they 
s;iw fit, although, of coui'se, the foreign experts in charge of the 
system and the, Chinese (rovenunent itself should not be placed under 
the slightest obligation to follow such suggestions. 

It is clear, of course, that the monetary system as such shonhl la* 
kept entirely separate from the fiscal syst<*ni.* The income of the Stale 
from taxes of various kinds should Im* kept entirely separati* fi'om tlu^ 
income in connection with tlie seigniorage of the inonelary svstem.and 
the expenses of the State in every way excejUing those in connection 
with the monetary system would also he kept apart, so that, while (he 
details of the monetary system should Ik* made piiblii*, (best* woidd in 
no way give any person information regarding the fiscal system of the 
countyy beyond that which would normallv be secured in other ways. 

It is believed that while a reasonable degree of foreign assistance 
must be secured by China in order to make the success of the new 
monetary system secure, it would be very unwise for tlie foreign gov- 
ernments as such to take any part in the matter or to taki* anv super- 
vision over the system beyond the inspection which might he oflered 
by (he Upneso Government itself. The governments would, hevond 
any question, find it extremely difficult, it not even absolutelv impos- 
sible, to work in harmony in connection with a matter so important 
and so complicated as that of a nionctarv system 

6. OUTLINE OF SYSTEM. 

IITiilc the details of the management of a monetary system must 

rb ^ f^Pvelops, the fiinclamental 

imnc pies of such a system must, of course, be laid down in advance. 

Wicther the monetary system of China should lie begun at once with 

f 'vhctheiCas has been rec^ 

Tc Ulan of commissioners who have discussed 

s Lm L ^ ^ a' circulate at their bullion value, 

afterwards be placed on a parity w th 
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establishing: a gold unit as a standard is to facilitate trade, and that 
largely with foreign countries. In consequence the unit should be 
of such a nature that it will render the keeping of accounts in trade 
niattei'S as simple as possible. If the different nations with which 
China trades had the same unit, it would probably be wise for China 
to n(iopt that unit. Inasmuch, however, as the monetary units of 
(Jreat Britain, Franco, the United States, Russia. Japan, and (ler- 
manv are all dift'erent. there is no one which would give absolute 
liarinony. The next point of union with thest* monetary systems 
seems to be for China to adoi)! as a unit one that is somewhat closely 
related in value to the American 50 cents, the English ' 2 , shillings, the 
Japanese veil, the Russian roidile, the French francs, and the (.er- 
man 2 marks. If China is to adopt any one of these, it would seem 
natural that she should choose one of a country with which her rela- 
tions are close and with which her trade is large am increasing. 

Manv nations, however, in order to emphasize their own scpaiate 
sovereigntv, in part, and. in imrt. in order to check the "i 

fcvifTH Coins of .■quul woiftht .n tl.iMr 

desirable to establish their monetary unit at a w-eight slight)} ditRi- 
eiit from that of other countries. The countries of the Latin Union 
of conr^* form an exception to this rule. If China "'ere o a<lopt a 

similar plan, she might, while adopting a unit not 
‘•mv of thos<‘ su-gested, still select one that is nearly a lied to the 
'values already suggested, so that in ordinary retail dealings there 
VO hM reckoning. In the larger transactions, 

owiiiL' to exchaime conditions, there must always Ik* slight tlmtua- 

?imi?ii "ith gohl. a circumstance wl.icl. make 

somewhat complex bookkc^-ping. so that 

from any of the standards mentioned would Iw ot iclainu} .ii„ 

”lSr It =1^ 

Its multiples, as is tnc c . is legally lixed and so long 

f tl,e .ni.,,. coins n, n purity with tins 
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:oId on governmental account, and from time to time and as suitable* 
occassion olfers to pay out some of lliest? coins in the meeting of (iov- 
ornment obligations. 

Owing to the economic condition of China, it is of course desirable 
that the chief money of circulati<m In* composed of silver and copper. 
In a country where wages are often not more tlian seven or eight 
dollars a month in American money, ami where they ai'e sometime.' 
not more than from two to five dollars a month, and where, naturally, 
the standard of living must be on the same scale, it is evidc'ut that 
there would he very little use for gohl coins among the Chinese people. 
The one kind of coin that is really current i)retlv genei*allv throuLdi- 
out China is the copper cash. This may he said to he the coin that 
has l>een developed to meet the needs of the people in their <ially 
intercourse. In larger transactions they may use silver hy weight, 
or, in some jdaces. in coins. AVhen one relleets that these* copper 
coins, which have been develoi)ed to jneet hiisine.ss conditions, are 
worth each in the neighborhood of one-twentieth of an Aineri(*an cent, 
one realiiscs how minute the transactions may be. The e-urrent coins, 
then, must be silver or cop])er. The coin which shall represent tin* 
unit of value of course will be silver, allbough it will have a fix«*d 
gold value. These silver coins which should he niainlaiiied at |>:ii- 
with the gold unit, should be given, of courses an njipi-opriati' device 
suitable to China, and should, presumably, for convenience, be aixHit 
the size of the I\iexiean dollar. 

It has been urged by some that a better coin would contain about 
the quantity of silver contained in the Ilaikwan tael, which is nearlv 
one-half larger than the Mexican dollar. Inasmuch as the Chim-e 
are accustomed to reckoning in taels in most sections of the country, 
It would doubtless be a convenient unit so far as the customs of the 
people are concerned. The chief objection, naturally, is that the 

ff"! n for convement use. It would he geiierally agreed 

that the Mexican dollar is about as large a coin as can be luost con- 
veniently handled in ordinary busino.ss dealings. There is no 
special reason why onp name should be given to this coin rather than 
another, and it might equally well he called tael as dollar Of 

given to the unit, its relative value to 
tile Haikvan tael and to the Mexican dollar would he fixed by law 

The value would be determined somewhat arbitrarily hv the <rold* 

hcl UinT that the bidlimi value of 

valuT less than the parity 

IlnA 1 m ^ ^ ^iiive the name of the 

counterfeiting or of mfi. wo^d''noM^ ^ 

were made even a little li<Thtor ^ ^ gi’cat provided they 

inations, made of S fnr;nnni. 

as metal as to yield a larov nmfil ’ ^ niade of such a value 

yiem a large profit as seigniorage to the Goyeriiment. 
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MAINTENANCE OF PARITY WITH GOLD. 

Porliaps the most difliciilt, as well as the most important, question 
in connection with the new monetaiT system is that of maintaining 
the j)arity of these silver, nickel, and copper coins with "old. Accord- 
ing to the best reports tliat can be secured, during the last twenty 
yeai*s the silver coins have fallen in their relations to gold some 50 per 
cent. I'he copper coins have likewise depreciated, altliough to a 


of 


coppol* 


*a*V^r* 4 V 

much less degree, the estimate being about S'2 or 33 per cent. 

In practically all civilized countries the fractional coins wx . 
and ni<‘lvel are maintained at a parity with (he monetary tinit only 
by the limitation of tlieir coinage and their acceptance by the (lovern- 
ment. They are usually of a very light weight as compared with 
tlu'ir value, so that there is no temptation to melt them down. Their 
value l)eing small, it would ordinarily not pay anyone to counterfeit 
them, as tlie jirofit would be very small unless expensive machinery 
were emj)loyed. and this would be likel}’ to lead to detection. It is 
comparatively ea.sy for the (lovernment, by noting business con<li- 
tions and meeting requests from business men and bankers, to supply 
the needs of the country for these coins reasonably well without .spe- 
cial danger of overissue* so that the coins would depreciate in value. 

Tlie conditions, however, arc quite different regarding the silver 
coins, especiiillv tliose of the larger denominations. The.s; naturally, 
in a country like China, become the means of making payments in all 
larger transactions, and are used not merely as a medium of exchange, 
as are fractional coins, but to a very much greater extent than tlio 
small coins (hat are used, especially in countries like India and China, 
as a means of storing values for a considerable length of time when 
exchanges arc not demanded. Inasmuch also as these silver coins 
reiiresent (he unit, and should proliably be made legal tender for un- 
limited amounts, while fractional coins are made legal tender for only 
very small amounts, they will come to represent in the minds of the 
people the standard by which values arc measured more than will 
any of the other coins. The methods to lx‘ adopted are, of coui-se, in 
part the same, but further steps may also need to lx* taken. 

The principal measures to lie recommended are the following: 

1 The amount of coinage should be strictly limited and kept en- 
tirely within governmental control. In the case of the fractional 
coins it has been said that this measure alone is sufficient to main am 
the parity It is probable, likewise, that in the case of the larger sih er 
coins a strict limitation of tlie quantity issued to the proper demands 
„( l,;,siness would IxN <.n the wl.olo, the most 

nm-tniit of the means for maintaining the paiit>. Iheie is in e\ei\ 
Sntrv a celin aumunt of money work to bo done hy ejjch ete o 
money* There are a certain number of payments to l)c madj i 
■ ffectnifr excliaiiftea- Some payments are for small amounts, .vine 


/.ffpft ior exchanges, home payniems uit- loi ’ . 
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(hero will be a lonclency for tlio value to deprociato, until eventually, 
if the supply increases, the value will fall until it reaches the value of 
the bullion contained in the coin. A strict limitation, then, of tin* 
supply by the Government to the needs of business is to be consi(lere<I 
the first and most important method of inaintainiiifr the parity. 

2. As the value of the coin is to be determined by the relations of 

^ ’ to the supply, it is of almost equal consecjueiico that the 

itself establish a normal steady demand, and by its own 
receive the coins for payments due to the Governmtmt 

1 ill*. ' t* A • , t 1 • 


the demand 
Government 
readiness to 


largely m eacn separare country, it is proDahly true tliat in many 
countries the demand of the government in tlie course of tiie year 
equals 25 per cent of the entire amount required to satisfv the needs 
of business. In some countries even, where business is comparatively 
slack and whore tlie system of barter is somewhat exl(‘nsive. the pro- 

h larger, whereas in other countries it might 
NxeJI be less. Even this demuiidA however^ is s(h *!1 to be so lar^e that 
this method, in connection with the hrst. would, in most countries 
where the people had confidence in the integi*itv of the government. 

be sufticient to maintain the parity of the coins with gold witliout any 
further steps. 

3. It is usual, however, to make the silver coins, especially in coun- 
tries where_silver coins are the ones most common in circulation, lomil 

sma subsidiary coins would naturally be legal tender for only a 
small amount, say $10; the silver unit, however^ would be legal terider 
for any mnount This still more, of course, s rongl hens the sou i^es 

of demand which tend to maintain the value. luo soui'ces 

bclie\^(rtn b^n’ir usually advocated, and by many 

bclie\ed to be the only sure means of maintaining the parity' is tliat 

of circulation 

used witUin the coTutS I .'^Id irL^” 

which concern! tL iSneUry « question 

nc^. Jewelers needing gold fnr mv’ needs of busi- 

their own wants as miich^as the \ should supply 

provide their raw materials withonf should 

The legitimate business demand in ^he Government. 

which calls for gold is 

wftV ''' “ gold-standard country * malting pay- 

Within the country itself is needed b«f’ purpose not gold 

country or countries in whKc’ * gold credit in“thc 

s. Doc. 128, 58-3- 7 Payment must be made. If a 
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merchant in Shanghai, with a gold obligation to be met in Loudon, 
comes to a bank for the means of paying his debt, lie does not wish 
gold to ship; he wishes, rather, an order for the payment of gold in 
London. For the satisfaction of all proper business needs, therefore, 
in connection with the monetary system, it would be sufficient on all 
occasions if the Chinese Government were to keep a gold credit in 
Europe against which it could sell bills of exchange whenever a 
legitimate demand came from business men for this purpose. This 
is practically the plan that has been followed by Holland for the past 
thirty yeai^s, and it is the plan which, at length, British India, after 
several years of etfort in that direction, has adopted. In Holland, 
for example, the national bank, which acts as the Government agent 
in the regulation of the currency, does not agree to pay out gold on 
demand to all who present silver or bank notes. The silver gulden 
in Holland is not redeemable in gold. On the other hand, the Gov- 
ernment has for many years declared itself ready to give gold in 
exchange for silver gulden or other money of the country, provided 
that gold were needed for the purpose of paying obligations due 
.ibroad. This qualified redemption alone, a redemption which 
comparativelv seldom called for, taken together with the Government 
control of coinage and the high credit of the Dutch Government, has 
been sufficient to maintain the parity of the silver coins during a long 
period of years, even in times of commercial pressure. 

In order to maintain the parity, however, it is not necessary that the 
Government hold itself ready to meet all demands for gold for export 
purposes or for the payment of foreign obligations. ithoiit endan- 
ireriin»- the parity of the coins in all internal transactions and 'vithout 
m any wav injunng the business of the country, it would be sufficient 
if the Chinese Government were to imt its gold reserve at the service 
of business men, not in the first instance at any tunc that the demand 
is made (why should the Government enter into competition ^ « 
banks D, but only after the banks and other financiers had l>een 
to meet the ordinary demands for gold payments abroad, 'vould be 
shown by the increase in the rates charged, m the local money, foi foi 

..ccessary for a country to meet the obliptions 
whk'b it owes abroad, it is usual for those 


siderable extent upon the quanti } . in the 


adorable extent upon tiie qiuunuy - . . - ^ 

-.ared with the needs of husine^. ^ jjs value will be so 

:*ountry and is a metal nmiiey. P, ' k* tlie price of goods in 
great in terms of goods; that otl . ^ ! .^jiipped abroad 

Terms of money will he so Imv ^ ^ IIIukI, eiU^^^^ tlirough 

ratlier than the mone\ itsdf. , ,.Yrf»«wive coinage, the supply of 
ihe slackness of trade or thiougi i _ ‘ j^jujand for its use 

gold money becomes large m comparison iMth tin. ucnmi 
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within the country, prices of goods rise, llie ruto of inleresl falls, peo- 
ple can more readily get gold than goods, the rates of exchange in 
terms of the local money rise, and money is more readily shii)pe(l for 
the payment of obligations or for investment. If a money which is 
not gold, but silver or paper, is used, aiul becomes excessii’e, prices of 
gold bills of exchange in terms of the silver or paper money will rise 
as do the prices of other goods, and gold will be exported. 

In a country like China, therefore, it would be suflicient if the (lov- 
ernment were to announce that it would, umler ordinary circum- 
stances, expect the bankers and other business men to supply the 
needs of those who require gold or silyer for the payment of ofiliga- 
tions abroad, and that it would meet such demands only when, owing 
to the strong demand, the rates for gold had risen considerably 
above the normal. If the Government would agree that whonov(*r 
the rat^ of exchange on Europe reached a high price above the 
parity it would sell bills of exchange against its gold reserve in 
Europe for silver coins or other equivalent paid in, it would find ils 
reserve called uiion only when the silver currency had become f(»r 
tlic time being redundant, either on account of the slackened demands 
brought about by lessened ti-ade or on account of excessive coinage. 
If, for example, the usual banking rate on I^)nd(m were about one of 
the new coins for 2 shillings, the Government might sell exchange if 
the rate rose to 1.02 for 2 shillings. If, when moiKw were i)aid in, in 
e.xchange for the foreign bills of exchange, that nuuiev were not 
reissued, but were hold in the treasury, a scarcity of currency would 
thus be brought about which would soon make it more profitable to 
ship other goods to meet obligations rather than to take from the 
chapels of trade the money which had thus acquired an added value. 
« hen, on the other hand, owing to a stoppage in the coinage or to 

thev"brrninfi“ from an increase in business, 

!™nl,l fin 1 b i • '’rl' l^msiness men 

Ch ‘ advisable to pay gold eitlior into the treasury of the 

Cl n^e fiovnr >rro likely to the agents of the 

Uiinese Go\crnment in Europe or America, and to receive in return 

T "‘rot their obligations t ere or to nse 

^ powd upon It by unusual circumstances which rarely come. (Of 

It would seem that the reserve fund nrad not r'"' ro";!"",*'"'"] "rods, 
in quantity. In India with its nirnnl f ^ especially burdensome 

haps l,800,000,OoH^i oVIlSn ot mn P""’ 

goJd reserve of consCCSaS 

flie monetary circulation is nmnlA' *■10,000,000, or 8J per cent of 
for gold export purposes ’ Even if . "‘rot «1,1 the needs of business 

SiVirdLTowa“d"fsta'^ 
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20 por would not be sufUeicnt to overcome tills tendency and force 
the prices of some other jioods so low that they would be substituted 
instead of "old as a means for meeting foreign obligations. 

Owing li!<ewis(‘ to the unlikelihood of a gold reserve held abroad 
for such purposes being fretiuently called upon, it would doubtless 
be coniiiarativelv easy for any country desiring to maintsiin such a 
reserve to secure on ivlatively easy terms gold credits against which 
it could draw to large amounts if necessary. Such obligations, of 
course, could not be unlimited as regards quantity, but they might 
be ample: they could not be unlimited perhaps as regards time, but 
could be renewable: and as soon as a comparatively short experience 
of a few Years liad shown the wisdom of the management of the sys- 
tem in China, both the need of sucli a reserve and the difficulty of 

securing it would be very much lessened. . r * i 

There seems no reason to doubt that by the means indicated the 
naritv of silver coins in China can be maintained absolutely^ so far as 
all local transactions are concerned. The fact tliat a rate of exchange 
should be charged for bills sold on a gold rescu-ve placed in foreign 
countries would not affect the local conditions, even though at times 

fo^^^ sake'^of argument, we should grant that under 

the pressure of abnormal conditions the parity >night temporan y ta 
bv • small amount. 1 or *2 per cent, even then conditions would be 
vastly better than they have been for the last few yeai^, or than they 
could be even with a liniform silver coin whose value 

maintain them there. 

7 tub establishment of a gold reserve. 

accumulated ? Mhont where it is at present, 

1. If the price of silver were ; " value to the one 

and the gold unit were made f J English 2 shil- 

recommeiided. that is, to the ^ rouble, etc., there would bo a 

lings, the Japanese yen, tlie twxdvc per cent on silver 

prolit from sieignion.ge 

coins. As regards tlie minor coin- , l.„.ger. Beyond 

nickel, the is ^dgniorage ‘should be used from tlie 

beginning for the puichase ^f ^ nations interc.sted m tlie 

2. It has already been j ^ concessions to China 

war indemnity might wel ® “‘ ‘^etary system which would 
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a silver basis, reserving the right to call for a (liO'crciici* bchvccn that 
and payments on a gold basis at a later period, a considerable saving 
would be made for China so long as the price of silver does not go 
materially above its present rate. It would sc'cni entiindy i>roper foj' 
the governments, if such a concession were made, to insist u[)on it that 
this saving be used directly for the establishment of a new monetary 
system, in good part at least for the establishment of a gold reserve. 

3. In all probability, however, if the plan is carried through 
])romptly for the most important parts of China, it will he (h'sirabh* 
for China to make a loan of considerable size. To that eml it will 
be necessary, of course, for the Governuumt to |>le(lge sp(*eiHc r<*ve- 
Either new sources must be found wliich can be (l(*voted (o 


Hues. 


this end, or some of the present revenues must become more iiroduc- 
tive. Pei*sons most familiar with the financial silualiou of China 
ai’e of the opinion that a more rigid, businesslike management of 
present sources of revenue would result in a coiisidcrnl)le increase, 
and are also of the opinion that it is by no means impossible to lind 
new sources of revenue which will prove sufficiently j)ro(luctive. It 
is thought tliut the people are not taxed to any very burdensome 
extent, and there is reason to Iwlieve that a loan raised' for this pur- 
pose would soon result in so great an increase in the prosperity of the 
country that its burden would not be felt at all, as was the case with 

the loan of Egypt a few years ago which so improyed the irri<ration 
system. 

It should be borne in mind also that a gold reserve secured thus hv 

a loan would be kept on deposit in Eurojie and Amefiea, and woulil 

doubtless be seldom drawn against. The interest that would thus be 

paid to China on current balances would very imiterially reduce (lie 
expense of the loan. 

Furthermore, inasmuch as the loan is not to be employed for ordi- 

^ to lie drawn apinst on uncommon' occasions, it 
^Nould suffice, if, instead of a yery large gold loan, part of the sum 
necessary should ^ simplv in the form of a gold credit which might 
be drawn upon. Tins gofd credit, which would be merely fiUl t to 
draw for a specific maximum sum, a right which would seldom if 
ever, be used,, could probably be secure! at a colnLnitivdy sli^li 

.ne'nt ““ “‘'"'“g- 

tiriuT’Th^ “ .iepo«iu.j"in 


there for its resorvl n’^d'ange on Europe and later collect the trold 
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5. If the Chinese Government conhl open uml work some of the 
gold mines which the country is sjiid lo contain, it is quite possible 
that witliin a few years a good supply could be secured from this 
source. 

8. DANK NOTES. 

As soon as practicable, if not even from the very beginning, some 
provision should be made for the issue of bank-notes payable in the 
iu*w currency, to be issued and managed in accordance with conserva- 
tive banking principles. A proper bank-note system, whether issued 
by a single bank or a system of banks, under proper organization and 
control, would give the needed elasticity to the system, by which the 
amount of currency would practically automatically increase and 
decrease in accordance with the needs of busincvss. 

Such a system would do very much to protect the gold reserve. At 
a time of an increase in the demand for money, either for moving the 
crops or other temporary purposes, unless there were some bank-note 
system established there would be naturally a large issue of the new 
silver coins. When this extraordinary demand f(dl olF the silver 
coins mi"ht easily be to a considerable extent excessive, and thus the 
rate of exchange’would naturally rise and the coins would be paid in 
for bills of exchange drawn against the gold reserve. If, on the other 
hand a proper bank-note system were established, the increaset 
demands for money vould be met by the increased issue of notes, and 
a shrinkage in the demand would result in the paying in of these 
notes, and in the consequent reduction of the monetary circulation 
without danger of a corresponding demand upon the gold reserve. 

In the next place the bank-note, system would take its part in the 
supply of the monetaiy needs of the country at a less cost than would 
the otherwise larger coinage of silver: always provided of coui-se, 
that the bank-note system is established on sound principles. 

Of a nature somewhat dilfen'iit is another advantage which, neyer- 
tlndi^ ou-ht not to be ov<>rlooked-that is. the advantage wh ch 
would com? from interesting bankers in the monetary system of the 
Government, and getting their counsel and support in the propel 

U ifrwWolM.?W;v of the Lost nuthoritios that a proper bank- 
, ..o host soon..o<. 
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cate in a few lines tlio nature of tlie system and the general principles 
on which it can be and ought to be established. 


9. WORK AI/READY DONE. 


It was felt by the Commission on International Exchange that the 
lii'st essential step in giving to the Cliinese Emj)ire a sound currency 
was to present the subject to the leading j)owers having commercial 
and financial interests in the Orient, with the object of bringing into 
a clear light the advantages of the proposed measure, demonstrating 
to those powei'S the impartial motives of the United States, and 
securing their approval of the general project and of the initiative 
of the American (rovernment. 

While many other steps will be required before the gold standard 
can be in actual operation throughout the length and l)rea(Uh of the 
Chinese Empire, it was felt that the one .step al>solutely vital to the 
inauguration of the system was that approval of the principle should 
be first secured. In this fundamental matter the American Commis- 
sion has been comj)letely successful. Approval of (he principle of a 
national gold-currency system for China has b(‘en given l)y (ireat 
Britain, France, the Netherlands, (Jermany, Japan, and Russia, with 
a completeness which has removed the first great obstacle to brintdn*^ 
the monetary system of the Chinese Empire into harmony with that 
of other commercial States. 

The representatives of ail of the powei*s considted, as has already 
been stated, accepted in a general way as desirable and practicable the 
suggestions made by the Commission of the United States. The char- 
acter of these approvals warrants the statement that the work of the 
t^ommi^ion up to this time has been entirely successful. Differences 
of opinion in regard to details were naturally encountered at different 
capitals, but they were overcome in many cases bv mutual discus.sion 
and comparison of views. The form in which tlie ultimate opinions 
of the commissions were expressed also differed. In Great Britain 
and Uermany there was an agreement upon certain nrincinles whirh 
was s.g„ed mutually by the ?ep,-e.sontat.'ves of the c uS 
m the conference. The views of the .lelesates of theXhmdanS 
of France were e.xpressed in reports discus.sin!!; at considerable leiortb 
the points submitted by the Americaii and Mexican commissions mid 
expressing judgment upon them. In Kiissia a formal sb.tem^t of 
Views was prepaid by the Russian commissionei's, which was not 

‘■■““''"litted by the Russian commission to the 
Mexican and American commissions as a formal exnressio i of tlm 

anaiiimoiis conclusions in a Tr ^ of 
‘"Pnaatical accord with the American nos^n 

continued large use of sifver coins, in order to ‘Snforto lon» 
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lished customs and existing scales of value, but that free coinage of 
silver should be suspended and the determination of the quantity of 
the coins taken under the control of the State, in order that measures 


woluu oe iiesirauie and advaiiiaucuub, uoiii lu ana lu luu 

standard countries which have large commercial dealings with her. 
Upon the question, however, whetTier the gold standard should be 
established at the beginning or should come after the introduction 
of a uniform national currency upon the silver basis, there was some 
dirteronce of opinion. The British resolutions declared that the 
national currency of China shoidd consist of silver coins made full 
legal tender throughout the Empire and that “ as soon as practica- 
ble steps should be taken for the establishment in China of a fixed 
relation between the silver unit and gold.” It was explained that if 
it were possible as a practicable matter to start with the silver coins 
on a gold basis that plan would be l>est. It was, however, not thought 
practicable. Tlie Russian resolutions recited some of the difficulties 
of beginning upon a gold basis and declared that the American plan 
“ woiiid have our approval if it -were so amended as to mean a national 
silver currenev issued on Government account, Avhich should be 
as soon as practicable a fixed parity with gold/ I his is practically 
the same as the English expression, except that it favors comage 
only on Government account. The report of the Netherlands Com- 
mission stronglv favored a gold parity from the beginning and 
declared this to be the oiilv practicable method of obtaming the bene- 
fits of a fixed exchange: but it was pointed out that care and intel- 
ligence would be required in the administration of such a system 
tTic German resolutions declared against free coinn'je of the 
coins and assorted that the Chinese Government should take at the 
be^nning of the reform all those steps whi^i would allow her an 
iiXence on the rate of foreign exchange.” The I rench report al^ 
favored the system suggi'sted by the commissions of Mexico and the 
United States. The .Tajiaiiesc reiiort looks fm-ward to a gold sys- 
tem in the future, after the model of tlint of Japan, but declares 
that in view of the present condition of ( lima, it is too much to 
■vnect hat the currenev reform can be started at once on a nerfect 


Upon the subject of .idoptmg tU the Orient by 

32 to 1 in the currency systems to be estabislied t 
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deemed best to make tlie reservation that each country should deter- 
mine its own ratio according to its monetary needs and economic con- 
ditions. Even in Russia, however, indoisement was given to the 
ratio of 32 to 1 for China as corresponding to actual economic 
conditions. 

Upon the proposal that there would be advantages in making the 

A A ill *11 t j * t * 
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France, where objection was made to the adoption of any definite 
official policy on the subject. Doubt was expressed in some cases as 
to whether actual requirements could always be determined with 
regularity, hut the principle was declared to be sound, that regularity 
of purchases would be beneficial alike to tlie silver market and the 
stability of international exchange. 

Still another subject was dealt with by the French and German 
commissions without solicitation by the Commission of the United 
States. This was the internal ta.x levied upon manufactured articles 
of silver. The French tax upon such articles is high, amounting to 
about 30 per cent of the value of the silver at its present price, and 
imposes serious restrictions upon the use of such articles in France. 
It was suggested by the French delegates themselves, therefore, that 
the abolition or reduction of this tax would be advantageous and that 
they would recommend it to their Government. A similar declara- 
tion was made by the German commission. The text of the resolu- 
tions and reports adopted in each country will be found in an appen- 
dix to the complete report of the Commission. 

The German resolutions recited the fundamental principle, embod- 
led in the original notes of China and Mexico addressed to the United 
otates, that it was' not sought to affect a change in the monetarv sys- 
tem of the gold-standard countries, and that the establishment of 

^^'tended nor considered prac- 
1 It is needless to say, had the cordial 

approval of the Mexican and American commissions. 

10. TDE CONTINUANCE OP THE WORK. 

Souring of the formal approval of the representatives of the 
lading European powers and of Japan to the principle of the pron t 

btr* win C&na, Jlrcrol/a 

Sai-ks fte fii^I practicable moment, 
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Owin" to tlie conditions in China, which hare alseady l>een dis- 
cussed, the adoption of a sound inonetarv system in that country is a 
much more difficult matter. At the su^irestion of representatives of 
the Chinese Government one member of the *\merican Commission is 
in Oiina to present formally to the Imperial Government the results 
of the work accomplished in Europe In- the Mexican and American 
coinmissions. The ruited States is already in a position to state that 
no obstacle will be placed in China’s way by -any of the European 
poweis, or by Japan, and tliat in many ways she may count on their 
liearty cooperation. 

The commissioner will be glad to cooperate with the Chinese Gov- 
ernment in formulating the details of a suitable gold-exchange sys- 
tem and in presenting the matter to native and forei^ business men 
and officials and in urging it wherever such work can oe of assistance. 

The notes of the governments of ^lexico and China contemplated 
also the extension of the fixed exchange system in some practicalile 
form to the other silver-using countries of the world. ^ Peru has 
already taken action of her own volition, and the Straits Settlements 
with the Federated Malav States and French Indo-(’hina have taken 
tii-st steps toward st*curing this fixed parity of exchange. MJien China 
huccccds ill currvin^ out hor jilans the Knjjlish colony of Hongkong 
niul the Gcrinun colony of Kiao Chau will doubtless eniplov cithoi 
the svstem adopted by* China or one closely related to it. ,''ith the 
new svstem successfullv inaugurated in the near future in Mexico 
and iii preparation !)V China, the path will lx* (ipened for the presen- 
tation of the project bv the American Commission to the friendly 
republics of Latin America, and for widening the opportunities tln-re 

for the extension of American trade. 

The work has been begun successfully, even ^yond the anticipa- 


t Ivis made st more evident tne greai uuivuic w ....... 

lo tiu. countrie,s »,ul to Europe and the United States, fro.u the 

success of the movement when it is finally assureih . 

The fi’iendlv petition of China to the United States has been a 
n-itui-il result of the cordial relations Indween the two powers grow in„ 
; " h^e. ishtened attitude of one (iovenunent, and has afforded 

t ", e ns of demonstrating anew the des.re of ' - /^"‘ief th t t to^; 
seeking legitimate commercial opportunities in the Oiiei t. 

t Sr* anxfe's 

in the question. It has e^en been s . system on account 

‘"'rU?i''i^i^d-noTffSre“tabl^ that So balance of trade is 
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heavily against her. It seems, therefore, of consequence Hint tliis 
question be examined with some care before active stc]>s are taken for 
the establishment of a new system in any silyer-standanl count i-y. 

2 . From the da\’s wlien the mercantilist doctrine in political 
economy was dominant, business men have spoken of a favorable and 
of an unfavorable balance of trade. The balance is consid(*i’ed fav- 
when the exports of commodities for a time apj)ar(‘ntly exccaal 
le the imports of commodities, and the balance of trade is con- 
unfavorable when the conditions are the opposite. The rea- 
for these expressions primarily was the fact that, silver and gold 
considered commodities of peculiar importance to the jirospeiat v 
of a country. The importation of the precious metals W 5 is looked 
upon under all circumstances as a decided benefit and their ex[)ort 
as a more or less severe misfortune. Of coui>:e, the truth of the 
matter is that in some way in the long run the value of the expoi'ts all 
told of a country must ()alanee the imports: or, at. least, generally 
speaking, they must pay interest on foreign capital invested in the 
form of imports; otherwise, people would be eith(‘r importing goods 
for which they wore not compelled to pay, or they wouhl be exporting 
goods for which they were to receive no pay. This state of aflaiis, it 
is needless to say, does not exist. It may lie that some of the exports 
or of the imports will be either gold or silver, or for a time credit may 
take the place of goods; but in international trade gold or silver bars 
are ordinarily used ; or, if coins are used, they too are employed simply 
as commodities. Whether gold or silver shall be exported depends in 
fact ultimately upon the question whether it is cheaper for the country 
concerned to sell silver or gold rather than to sell commodities of 
some other cla^. No one, of cour.se, would deny the fact that, under 
certoin conditions of trade, gold and silver as the commodities on 
which our monetary and banking systems are based are commodities 
of very exceptional importance in tlie business of a country, as pow- 
der and lead or possibly 1101*868 arc in time of war: and under special 
circumsbinces a country frequently docs pay unusual rates for the sake 
of seciming these commodities at those times. These extraordinary 
demands for money are usually due either to conditions which dimin- 
ish credit, or to special need of cash for special purposes. The last 
need is ordinarily easily met by a good banking system ; the first often 

^ m which people have confidence. 

. Ihe statistics of exports and imports of commodities are ordi- 
narily u^d in discussions as an indication of the real balance of trade. 
Ihis will, of course, give an apparent balance, though often not the 

example, England’s imports of com- 
neater than her exports, so that apparently 

xgainst her. One r^sou foV 

try, with money invested in enormous sums ^road, has had due to her 
people the mter^t or profit on these investments, so that this interest 

imported. LiUe- 

3 to shfpownerThavJ 

ueen used to pay for the goods imported. These two nromhu.nf 
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lias, ill itself, under ordinary circiiinstaiices, made no extraordinary 
demand for export of ^old from England. 

Ill practically every new country in process of development invest- 
ments are iiiaile l>y citizens of the wealthier countries. During the 
period of this investment, niachiiiery, equipments for railroads, build- 
ing materials, and supplies of various kinds are sent into the new 
country to he used in production there. The foreignei's who thus 
place this capital in the new country do not expect that capital to be 
returned, at any rate for a long period of years. In many countries 
such investments become permanent. The only return that is then 
demanded is the interest or the profits on these investments, and even 
tliev in niaiiv cases are re-invested, so that there is no demand for 
exports to offset the imports thus made. 

Here, again, an apparent balance of trade against the country may 
mean simply that capital is being invested in that country, and that 
the investments are making little, if any, demand for the export of 
gold or silver, or even for th^e export of other commodities. It should 
then be kejit in mind that the ordinary statistics regarding exports 
and imports may be very deceptive, and that, at any rate in the long 
run. a country can not continue buying goods unless she is in some 
wav or other making provision for payment for those goods or for the 
use of the capital which they represent. These payments may at 
times be made in gold or silver; but the precious metals, and wpeci- 
allv coined nionevs, will not be so used unless under all the circum- 
stances of the <-ase it is cheaper to send them than to send other com- 
modities. Should money become scarce in the country, the i^ult, of 
course, is that it becomes dear, or to express the same thin^g ditierently, 
that the rates of interest or discount rise. This tends, if other thin^ 
* remain e(iual, to diminish the value of commodities in relation to 
monev; iirices of commodities fall, and thus it pays better to export 
other'eommodities, and if the proce.ss continues, to import gold. 

Of course the fact is recognized that the demand for gold may for 
a time be verv strong and the rates high. In consequence, if a govern- 
ment attempts to supply gold or gold exchange, it must 
to supiilv large sums on short notice; but such demand can not las 
long with high rates and a contracting currency, (bee also pp. 3o 

et sell, for means of securing gold.) , , i;«ri fho nne*;- 

4 These general principles may now be briefly applied to the qu^s 

lion of the ettablishlnent of a gold-excbanp ^ ^ 

i„ „ cmintrv are to be raised above tlie yaFue ^ 

i„ them, in order that they may tk-ir service- 

it is great and the supply relatively , to receive 

{/,) I'be (iovermnent i ',0 at 

these silver coins in payment of obliftations due to the boverume 
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the same rate at ^vhich it will receive frokl coins which lef;iilly repre- 
sent the same value, thus creating a strong; and constant demand. 

(c) The silver coins may likewise Ik* made le^al tender for private 

debts, which will tend to increase tlie demand for them. 

Neither of the above methods would be affected by the balance ot 
trade. They do not call for gold. 

id) The Government mav a-iree imder certain circumstances to 
redeem the silver coins with'^rold. This rodcinption mav be carried 
out in various ways. Gold coins might he given directly for silyiT 
coins on demand either at par or at a certain fixed charge. In this 
case the Government might .coed to keep gold, and a temporary 
adverse balance of trade would cause high rates to be ))aid for gold il 
it were needed. A government can, of course, arrange to buy gold, if 
necessary, as Japan and Russia in fact did in many cases when tln*y 
were establishing their new systems. But in such a country as China, 
for example, where silver is the current coin, gold would lie demanded 
in actual life for only two purposes: Kirst, for use in the arts. In that 
case gold might be bought by the goldsmiths as bullion wherevei* they 
wished, and they should j)ay for it accordingly. There is no reason 
why the Government should attempt to supply coins or bullion for 
any sucli purpose. Second, thost* persons who have debts iiayable in 
gold standard countries might wish to buy foreign bills ot exchange 
in order to pay those debts. 

The Government might then, for all purposes of business, keej) a 
gold reserve in Europe and America against which it could sc*ll bills 
of e.xchange in return for the new silver coins paid into the treasury. 
It has long been the custom of Holland, through its national bank, 
in this way to protect the parity of its silver coins wliile still main- 
taining its gold reserve. Ever since the establishment of its present 
system Holland has consistently refused to pay. out gold on ctemaiul 
in e.xchange for its silver coins. "Whenever gold is demanded the 
inquiry is specifically made aud examined, whether the gold is needed 
for export. If so, it is regularly granted; if not, it is regularly 
refused. Of course the Bank of Holland has it in its power to con- 
trol to a considerable extent the rate which will be charged for 
exchange on foreign countries, although in tlie main, naturally, that 
IS controlled by the commercial situation; and the Bank of Holland, 
it is understood, will give gold in exchange for silver for export 
pujmoses without itself demanding the right of selling a foreign hill. 

The Chinese Government, if it wished to enter into the banking 
busine.ss, either through a national bank or directly, might in this 
^^^y enter into competition with the banks in China by selling hills 
of exchange against a gold reserve in Europe and America at the cur- 
lent rates of exchange of the day. It is not, however, necessarv, in 
order to protect the parity of its silver coins, that the Chinese Govern- 
ment should directly enter the banking business, and it probably 
would not be wise for it to do so. On all ordinary occasions it might 
be well to i)ermit this business to be done by the Ganks already e.stah. 
lish^. If. howe\;er, for any reason there came a tendency toward 
the depreciation of the silver coins, so that the exchange rates became 
abnormally unfavorab e, the Government might then .sell in large 
sums to either the banks or to urivate individuals biUs of exchan^ 
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against its foreign gold reserve. It will be seen that if it adopts this 
policy, the silver coins would be paid in only when there was a 
tendency for them to depreciate, either because they had become 
redundant through an overissue or tlirough a decided slackening of 
the demands for local business. Such coins would regularly be worth 
much more in their own country than in any other country and they 
would never be shipped out. If, as soon as they were paid in for 
bills of exchange, they were locked up in the treasury, the scarcity 
thus caused would comparatively soon make them more valuable for 
the local trade than for the purchase of bills of exchange, and then 
demands on the foreign gold reserve would cease. The balance 
abroad would be met by the shipping of other less-needed commodi- 
ties and the currency would be protected. An adverse balance of 
trade, it is thus seen, would not affect the monetary system in the long 
run so long as its coins were not over-issued or did not for some reason 
become redundant, and would then affect it only so long as the surplus 
was being automatically retired. 

5. According to the ‘best available statistics the following appeal's 
regarding China’s balance of trade : 
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Speiikiiio; generally, for the past decade or more there has been a 
considerabre exportation of gold from China, since gold has not been 
needed in the country, the monetary demands being supplied entirely 
by silver and copper. ^:'ilver, on the other hand, as the money metal 
in steady demand with no sufficient production, has usually been im- 
ported. But the figures given show a steady, and on the whole a 
steadily increasing, excess of aggregate imports, including gold and 
silver. This must, of course, have been covered in some way. Possi- 
bly there have been exports of considerable moment overland, so that 
they have not been noted in the customs. Probably large investments 
have been made of foreign capital for which no exports in return have 
been demanded. In fact, for several years the imports of machinery, 
manufactures of iron, etc., which are probably largely of this nature, 
amount to some five or six million taels annually. The years 1900- 
1901 show how exceptional conditions make themselves at once felt, 
but nowhere is there anything to show that any principles different 
from those indicated have been at work. 


To sum the matter up: 

G. If a silver-standard country, China, for example, should estab- 
lish a silver currency which it attempts to maintain at a parity with 
gold, giving to its coins a value above their bullion rate, it is not 
probable that there would be any serious difficulty in maintaining 
that parity in the long run, on account of exchange conditions. In 
China there is at the present time a large amount of silver in various 
forms which, even in China itself, passes sub.stautially as bullion. 
Should this prove to l>e a cheap commodity to send abroad, there 
would sui-ely be no objection. If a new system were e.stablishcd, with 
silver coins above their bullion value, and there shouhl be a very large 
coina<»x*, so that there was a tendency for the silver coins to fall below 
the gold parity, the standard rates would at once rise in tenns of the 
local currency ; i. e.. one would be compelled to i)ay more of the Chi- 
nese currency for a iiound sterling than IxTore. Those people wlio 
had gold debts to pay abroad would find that they must pay highei 
rates in these silver coins, because they had really become cheapei 
than their nominal value. If the (iovernment would sell gold 
exchange to meet all demamls at some fixed rate more unfavorab e 
than tile usual banking rate, it would reeeive these coins "'I'e" >' t 
point was reached and sc-ll the exchange, and the bank mie ™'> ^ 

eonseauence, not rise above the governmental ra e. lor 
if the*^ usual bankin" rate in the new coins were about one staiidard 
oin fo" 1 iiCrattcl if the Government agreed to -I> o-ha^e 
orLondoii to an.v amount whenever the ra e 

"'S’lrirsrJ™ s rx la,!” 'i- o"—' " 

Sit Sxxs rrtjxtf = 

xti'XirXsffivi. 

to their bullion value. 
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It is not expected, of course, tliat there would be retained in C'liina 
for business purposes any gold worth consideration. The i)anks 
would under ordinary circumstances find themselves iii)le to m(*i*t 
demands for gold exchange at ordinary inisiness rates, th<? same as is 
done at the present time. If, for any reason, there came an undue 
pressure so that their rates became very unfavoral)le, tlu* (lovei-ument 
might then properly, in order to prevent any de|)reciation of its 
standard, itself oiler to stdl gold exchange at rates considerccl worse* 
than those ordinarily charged by the hanks. Tliis would umler ail 
circumstances prevent any depreciation below such charge*. For this 
purpose the (xovernmeut would of necessitv keep a gold credit 
abroad. Inasmuch, however, as gold deposited in Kuroj)e or America 
would draw interest, or a gold credit which was not likely to he drawn 
upon could he obtained at a V(*ry low rate, the expense need not he 
great; and, inasmuch as the gold reserve would thus be called upon 
only under extraordinary circumstances, tlie country on its gold- 
exchange system would find its business handled in substantially the 
same way as is the case in any country on the gold standard. 

Incidentally, too. it will he seen, such a method of procedure would 
make but a small demand upon the gold sui)ply of Europe, so that no 
serious apprehension on that score need be felt. 

If the above considerations hold, a so-called adverse balance of 
trade, like tlnit of China, need prove of slight importance as a hin- 
drance to the introduction of a gold-exchange system if proper meas- 
ures be adopted. 


II. CONSIDEKATIONS ON A NEW MONETARY SYSTEM FOR CHINA." 

Ry JrBEMtAH W. Jexks, VoiiimisHioncr in China. 

I. INTRODUCTION. 

1. I'UItDOSE OF THE 1‘AMl‘lILET. 

ni.hli'I'!!'] Intcrnntionnl Exchanm. 

mihhhhed at Minnghai a painplili-t, Abmoraiula on a Now Wonotarv 

S^ston. for China, pi-enaroil by Mr. Jonks. Tn that, iiainpl, lot were 

cnon tho roasons why tho tinitod Statos Govornniont had appointed 

the toinmisiion on Intornational Exchaniro, a vory hriof outline of 

Pnor.!’"' " fo*- 'l'* consideration of the Chinese 

Goieininent, together with soiup argnmonts regardiiiT tho plan and a 

brief statement of the work whichniio Coinni’ission had done in Eu 
the elsewhero. It has Ix’en found that owing to tho hrevitv of 
the painphlet several parts of it were niisniidorstood/ospectai l./ by 

‘I'""' 

imbJlslied at tho same time. This tmnnUilot «-?ii w* was 

through the courtesy of their Excellencies ru PUhltshed in (’hinoso 

Mr. E. T. WmLis, 


S. Doc, 128, 58-<J 8 
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Chinese officials and business men, and very many inquiries have been 
made for a more detailed discussion of many of the points therein 
raised. 

As a rej)resen(ative of the American Commission on International 
Exchange the writer of tiiat pamphlet has spent several months in 
investigating the currency (juestion in China with the aid of very 
many officials and business men in the different parts of the Empire, 
and in discussing the outlines of some practicable plan for a new 
monetary system especially with the members of the Monetary Com- 
mission appointed by the Imperial Government. It is the purpose 
of this pamphlet to elucidate many of the points touched upon in the 
first pamplilet by printing, with here and mere slight corrections and 
elaborations, a series of papers handed to the Chinese monetary com- 
mission to form the l>asis ot discussions with them. It is thought that 
by so doing a much more definite view than was presented in the 
earlier jiamphlet may be olitained of the plan which it had seemed to 
the Commission on ' luternational Exchange wise to submit to the 
Chinese Government for its consideration. This method will, of 
course, involve coiisi(leral)le repetition juul will (l(«trov the unity of 
the discussion. On the other hand, it will emphasize the points which 
have been made most prominent in the discussions. 

2. TWO I’LANS SUGGESTED. 


It will be noticed in the following memoranda that a rather sharp 
contrast is drawn between two possilile plans of procedure on the part 
of the Chinese (Jovernment-la) the establishment of a 
monetarv system, consisting of silver and copper 
coins, oii the silver basis, the question of the estobbshment of these 
f-nins*‘it ■! fixed value with gold being a matter left for future consid- 
eration witii the definite idea, nevertheless, that the ultimate aim of 

"mmen?"? ,"5l v^llo^n u'rnV 

Yen’' ^in-.nv of tl.o poi-ons who had earlier been giving advice to 

useful; if not even a ‘ and the ex- 
ample of India nas cited a "study of the ques- 

American Commission, aftti ^ ^ that it would be 

tion, even p!^ and to establish 

much easier for China to folio \ the soco ynited 

its coins at a fixed value f the last year in the Philippine 

States has done so successful!} " thin found on taking the matter 
Islands. The American that this Govem- 

up for discussion with the opportunity of study- 
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silver currency ^vitllOllt• reference to its gold value. In consequence 
a considerable part of the energies of the coininissioner were dcvoh'd 
to the discussion of this question. It is a pleasure to reconl that tin* 
views of the American Commission seem nnally to have met the ap- 
proval of a goodly number of the Chinese officials as well as of sev- 
eral of the English writers and business men who, naturally looking 
first at the example of India, had advocated, some of them in prinl, 
beginning on the silver basis. Several of these men have now said 
(hat a further study of the que.stion has convinced Ihem that the 
plan suggested by the American Commission will he the easier for 
China and the wiser plan for her to follow. There is good reason to 
believe that further consideration of the subject in detail in the 
light of the experience of the Philippines and of the changed con- 
ditions of the silver market during the last few years would lead 
substantially all to this conclusion. 

It is difficult to follow the course of reasoning of some who sav 
that it is impossible to put a monetai-y system on a gold basis until 
you have a system complete. The gol^ value attaches to each of the 
coins. It is immaterial logically whether that value is giviui to them 
when they are issued or later. Practically, as will appear in the fol- 
lowing pages, it is much simpler and more profitable to give them 
the gold value one at a time as they are issued than to give it to them 
all at once when millions are already in circulation with a well- 
known silver value. 

3. PROCESS OF ESTARLISIIING A MONETARY SYSTEM. 

So much has been said regarding the “ gradual establishment of 
a monetary system in China and of taking one step at a time that it 
seems worth while in this introduction to consider hriefly the nature 
of the process of the establishment of a monetary system, in order to 

^3’ r'' of ^Poccli of going forward step liy 

step 1 as been The subject will be made clearerrof com-sc, in the 
detailed discussions which follow. iii uic 

■! silver, standard 

coins— to omit representative monev, like bank 

ffred^ltv ""Ipf *'7;P*'^**^ 0**^ whicli nnik be built up 
giadually. riic building of this structure is not like goino* on a 

jouiney, in which one can take one step forward, then another sten 

so one sknM "“d i« v;,ch"d If t w a-e 

SO, one should begin fii-st by taking the step which will lend to tho 

value in terms of the subsidiarv^silvor^^n^*^^ ^ ^ 

next step forward to the introduction of should then take the 

^ould {lieu wait 

given a fixed value in terms^of th^ and ropper coins have 
Finally, one should proceed to the fnnrfK ef silver coins. 

St 

■rt silv., „i»du„ «i’thr4t"oS‘rs™ .'S 
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value in terms of gold. The journey would then be complete, ^^'hen 
one analyzes this process, including the silver and copper, it is seen 
that the idea is absurd. Nevertheless, it is equally absurd to be^n 
with silver and afterwards go to gold as it avouUI be to begin with 
copper alone, proceed to subsidiary silver, and then to standard silver. 
The i^rocess in both cases is identical. 

The establishment of a complete monetary system is rather like 
building a house with four sides, one wall of which is represented 
by the coj)per coinage, a second wall by the sid)sidiary silver coins, 
a third wall by the standard silver coins, and t)ie fourth by the gold. 
The structure must be built ui) gradually, but it is wise to build the 
four sides up together, so that the relations l)etween them will be the 
same from the beginning, and that, as the building rises, there will 
be no disturbance in their relations one to the other. In the plan 
which has boon proposed twenty years is allowed for this period of 
building the structure. The cost has bren estimated in detail for 
the first five years. The cost in succeeding yeare would be relatively 
less and would need no .special provision. The system would pay 
for itself after tlie first five yeai-s. Hut the completion of the mone- 
tary system is planned to take twenty years, surely a long enough 

tinie, and the process is a gradual one. 

The plan of beginning on a silver basis to change to a gold basis 
later is like building up three walls of the house together, onuttmg 
the fourth wall. It will take practically as many years to build the 
three walls as it would to build the four. After the twentv years 
are comi)leted. unless some specific provision .has been made for the 
accumulation of a gold reserve, it may take many years longer 
before that is accumulated. AMien the (lovernment /o estab- 

lish the gold standard-that is, to build the fourth wall of the build- 
in.r which has been left out-all of the arrangemen s of the house, 
which have lieon made heretofore with reference to having one s t 
onen to the air, must be altered to suit the new conditions, with the 
rSt thatUo^ the figiire^there will be a complete upsedting 
‘ind disarran"enient of the business relations of the counti\. In 

other words, The whole system of prices, which 1='" *7" j 

the silver standard, must be upset and readjusted to th 

?*"■ , is:: 

or six years tliere will be enough ()f international traflic will 

that prices in all the ’V*"! ^‘f.,r as the iK'oplc have any 

be adjusted Tlfe gredua^ e.xtension of the .sy.stcm into 

desire so to adjust them. In g niind>cr will involve no new 

tl.e interior as the new coins "‘ices fixed on bnl- 

distnrhiinces. The chiin';c fioin . i i|.,r n gold value is 

lion siher to those f.xed on a " " X';'.:, |^riees on the 
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save completely the froii])Ie and expense of a second readjiistinnd 
from the slaiuiard silver dollars (o ^rold after tlie one from Inillioii 
to standard silver dollars has l)een imule. To begin with the silver 
plan with a gold standard only for the indefinite future is like set- 
ting up an engine to run imperfectly for yeai*s without the governor, 
with the idea that this can be attached later. 'J'hc engine should 
have all its essential parts when it begins to run. 

4. OUTLINE OF THE AMERIFAN FLAN. 

It is perhaps wise to indicate in outline at the I)eginning the main 
points of the i)lan which has been advocated by the American Com- 
mission in order that the papers that follow may take their places 
as a more detailed explanation of a system already outlined. The 
following is therefore submitted : 

(«) The Chinese Covernment to assume supervision or control of 
the various provincial mints, so that the entire ta)inage system of the 
Empire will be managed in harmony. 

{b) The establishment of one uniform system of imperial coins, 
consisting of silver coins, nickel coins, and copper coins, which shall 
be uniform throughout the Empire, and in due time a li*gal tender 

for all obligations, public and private; the minting of all otlier coins 
to be stopped. 

(c) These silver, nickel, and copper coins to be estal)lished on a 

deciinal system and to be maintained at proportionate value.s one to 
the other. 

(rf) A gold unit consisting of a fixed number of grams or deci- 
grams of gold to be established as the basis of the currency. The 
Silver and copper coins to be issued at fixed values proportional to 
this unit, and to be maintained thereafter at this fixed gold value, 
j®. I’^jlerstood that ^old will not be used in general circulation 

r'“"F coins iibove .non- 

tioncd and bank notes based upon tlicm. 

th^^obs af tho n sufficient to maintain 

I- ^ J “ot necessarily to furnish a 

gold circulation for the country itself. ^ uiuisii u 

Chinese Government to manage this system in accordance 
nnfl piincipks established elsewhere by successful experience- 

and’fork|n'’p ‘h. t'raS'i'Ihe ellahui.Senrol 

II. UNIFORMITY OF COINAGE. 

lotG^”poS Government covering the fol- 

1. Declaring that there is to be establkKori « 
courage, arranged on the decimal plan, anfthlAC&vTlfb dSe 
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time be made le^al tender throughout the Empire for the payment 
of public and private debts. 

± The central Government assumes charge of all mints; this action 
to take effect as soon as compensation is determined. 

3. The provinces, on agreement with the viceroys and governors 
concerned, are to receive due compensation for all the mints surren- 
dered to the central Government; this compensation presumably to 
be in the form of a certain amount paid eacli year for a fixed number 
of years, or a remission of taxes of a tixecl amount for the same 
period. 

4. All coinage of present coins by the different mints to be stopped 
immediately, unless it should be decided to adopt into the system the 
10 cash pieces and to continue their coinage temporarily. That would 
probably not be wise. 

5. Expert appraiser's, presumably three, two from tlie mints now 
in existence in China, and the third to be hired presumably from 
abroad, to be appointed to appraise the yaliie of the mints on the 
basis of their normal output as a basis for agreement with the yice- 
roys. This output to be gauged in part by what tliey liave been doing 
in* the past, but especially by the tair normal capacity of the mints 

themselyes. . , , i * 

(5. These same appraisers to make detailed recommendations as to 

the mints that can be used most profitably in the future, as to those 

which sliouhl be closed absolutely, and as to the transfers of mint 

niachineiT or tlic purcliases of new machinery tliat should be made. 

7 Detailed reports of all coins of all denominations heretofore 
issued by each one of the mints to be secured from the various vice- 

rov.s and goyernors concerned. , „ . 

8 The best estimate possible to be secured of the money now in use— 

(a) coins of silver, (&) silver bullion, sycee, (c) gold of whatever 
form, (d) cash of whatever form, cents, etc. ; 

9. RWulations to be made regarding the 
various new coins, with their exact weights in silver, nickel, and cop- 
per, the amount and quality of the alloy, etc. 

III. METIJODS OF FIXING VALUES OF SUBSIDIARY AND MINOR 

1. BUSI.NESS FIXES VALUE. 

The business men will ultimately fix the values at which t'>« 

‘“1^: {Im 

inliuential and powerful than the common people, but 

O nrtVT.M*VAlP.XT MAY DETERMINE BUSINESS ACl'S. 



uatioiis : 

JUK. asa M.noh Co.xs Lsss as Bvluon. 
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(?i) r.I.NflT Ol'ANTlTY. 

So far as is practicable: suit Ihe qiianlity of coins issiunl lo bnsiiic’^s 
needs. At first this can not be measured accurately ; later, experience 
will show the right amounts. 


(c) Always Hkceevk CohNs at Face Value. 

Let the Governineiit always receive coins at their face value in 
the payment of taxes, h'or this purpose* tlie {|iianlities of subsid- 
iary silver to be received at any one payment might In* limited to 
sums of not over. say. $20 for r)()-cent piea‘s, and to. say, $10 for 20- 
cent and 10-cent pieces. Quantities of cojjper to be received at one* 
payment may be limited to, say, $5 for 20 and 10 cash pieces ; to $1 for 
smaller pieces. 


{(l) iNTERCHANfiK .SmAI.L CoINS FOR LAKCiE AND VICK VERSA. 


Let the Government at its established ngeucies keep a good suppl}' 
of all kinds of coins, and exchange them IVec* (if chargi* one for the 
other foi' all apnlicants in reasonable amounts (say as above in re- 
ceiving taxesl, ( 101101*8 for subsidiary silver* nickel, or copper coins, 
and vice versa. 

(c) Make Coins Leoai. Tk.mikk. 

Ultimately, when the value is firmly estalilished at the Government 
rate, let decrees be is.sucd making it legal for everv debtor to pay his 
debts in whichever coins lie chooses within the liniits set in (c). 

3. IP ABOVE PLAN POI.LOWED ESPECIALLY 
(rf) Value Will be Maintained. 

If there are plenty of places where these exchanges can he made, 
no one will give eleven 10-cent pieces for a dollar when at the Gov- 
ornnient office he can always get a dollar for ten of tliem. 

IV. ADVANTAGES OF A FIXED GOLD VALUE FOR THE CHINESE 

CURRENCY. 


In the imperial edicts of April 2*2, September 7, 26, and 29, 1903, 
the encouragement of commerce and industry was emphaticallv an- 
nounced as the pre^nt policy of .the Government, and the board of 
commerce was established in order to carrv out that policy. Per- 

nXntlv^pn^ this purpose be accomplished so 

whiThL n^fi ? ^ estoblishment of a monetary system 

yhich has a fixed value with gold. It i. worth while to note the 
following benefits which would come therefrom : 

1. A FIXED RATE OF EXCHANGE. 

It removes the fluctations in exchange This mnlmo u* 

are strong fluctuations in one day with no cause that wn S 
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In Japan there used to be similar fluctuations, but they have prac- 
tically entirely ceased. Tor example, some two yeai*s and a half after 
the fixing of the rate of exchange the fluctuations of the yen were 
only between 2s. 0.125()d. and 2s. O.S125d. : that is to say, less than 
seven-tentlis of a penny in two and a half years. This practically 
eliminates all business risk from this source. 

(rf) Effect on Prices in Foreign Trade. 

It should be noted also that this removal of risk from business 
will have a tendency, on the one hand, toward increasing the prices 
l)aid by foreigners for Chinese goods for export, and, on the other 
hand, toward lessening the prices for goods imported into China 
from foreign countries for the use of the Chinese people. With the 
risk eliminated, the competition of merchants, both importers and 
exporters, will lead them to take less average profits than now. 

(/>) Effect on Internal Trade. 

These advantages of stability in foreign trade will bo- reflected 
also to a "renter or less extent in domestic trade, while the favorable 
effects upon prices will be felt in all parts of the country to a note- 
worthy extent in the internal trade. The chief curse to internal 
trade now is the variety of taels and fluctuations in internal exchange. 
While a uniform silver currency would to a great extent cure tins 
evil, it can never be permanentiy cured until the silver currency is 
"ivi’n a gold basis. A change from a uniform silver to a gold basis 
after a few years would produce a business upheayal worse, than a 
nresent change from a yariety of taels to a uniform silycr currency 
(J-bich has a fixed gold value.' No especial d.fl culty wdl be fc t noj 

in introducing a new currency on either a gold or a ^ 

will seem but one more added to inany_ existing standards. Wien 
there is once uniformity, a change of basis with a complete npsetti g 
of established prices means a crisis. 

f 

(c) Effeci' on Quantity of Exports and Imports. 

This removal of risk from business will '™<' 

0 £ -si 


be\.t a clisa.lvantage, there was a ti.e 

i„ , 1 , 0 - foreign trade. It was h.s opinion tl.at tiade wonia, 

whole, 1)0 benefited. Hmt the change to the gold 

The statistics of Japan seem e than it 

standard does not itself increase imports, on tne 
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incroascfs exports, as some people argue. On account of the ljng<* 
speculative business in Japan at (he (iine of (he payment of (lie 
Chinese inclemnit}', Jiiring the year preceding (he establishment of 
the gold system and for two years (hereafter tliere was a very decitled 
increase in the imports as compared witli (lie exports, but since tliat. 
time there lias been a decided decrease, so that in 1HJ)I) and 11)01, for 
example, the imports exceeded exports by only a very slight amount, 
in 1900 there being again an increase. The figures seem to show that 
the relative quantity of the imports as compared with (he exports an* 
due mainly to other factors and practically not at all to the. (piality 
of the currency. The figures regarding tin* excess of imports and 
exports relatively from 1894 to 1901, inclusive, are as follows; 

Taule I.« 

Yen. 

Excess of Imports, 1804 4, 235, 8(;j> 

Excess of oxiwrts, 1895 U,8.')l.fXM) 

Excess of itnports: 

1S9G.... 8.31. 714 

1897 50,1(5.5.094 

im - 

S - !i,472,0;i2 

82,831,852 

l.H)l 3 4, .7^ 

TJie law establisliing the new gold system was passed in Marcli. 
189<. It went into operation September 30, 1897, but it was not 
fully in effect until Jul}% 1898. Tlie great excess of imports, there- 
fore, IS as much during the period of silver coinage as of "old, and 
there was a great fall the year after the esbddishment of the new 
system, the excess of imports almost disappearing. 

2. COINAGE PROFIT. 

Giving to the Chinese coins a fixed \ alue in gold would give to China 
a very large profit fi-om the coinage. At the present prices of silver 
and copper the profit on each dollar coined, on the average, may bo 

K been over 19 per cent, and the touch oJ the 

for ChTn7 * Proli^tT “>»n "ouW be necessary 

Uian in the Philippines, The viee-ininister of finance in Japan Mr 

awfo tout of Oto n « P™*^' 

tm.r fi ‘ ® of her new coins within the^^first 

shouiJ China’s gain would be 50 million dolkrs Tlds 

'“‘■g® proportion of a gold reserve 

coins to their face valno bn/ if ^ iiie 5alue of the subsidiary 
value this would be abso ilite?; 

" The Fourth Financial and Ecouoiuical A^al of Japan, lOMTiTo^ 
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3. INCREASE OF INVESTMENTS. 


Fi^diig the vnliie of the coins in terms of gold would, beyond 
question, increase such investments of a conservative nature, both 
foreign and native, as the Chinese Government would wish. Count 
Matsukata, in refei’ring to the result of the reform of the currency 
in Japan, said that the tendency had already promptly set in to in- 
vest in that country, at low rates of interest, capital from gold- 
standard foreign countries, thus supplying the lack of capital in the 
country and giving a powei-ful stimulus to the development of indus- 
Irv. This was seen within two years after the establishment of the 
system. 

Statements were likewise made to the representatives of the Mex- 
ican Government by leading financiers in New York that they had 
money ready to the amount of at least 50 million dollare gold, in spe- 
cific cases which they mentioned, to invest immediately in Mexico as 
soon as the fixed value for the ^Mexican coins should have been estab- 
lished. Doubtle.ss this sum would have l)een very largely increased. 
C’hina might well expect much greater results, owing to the much 
gn’ater opportunities for investment here and to the larger extent of 
her undevelopetl resources. 

Unless there are political considerations which lead to investments, 
money will be otl'ered much more freely for building railroads, open- 
ing mines, and making public improvements of all kinds if China 
inis a sound monetary system on a gold basis. The conservative 
business nion of the iiiclustriul ruitioiis will glftclly invest when they 
can make certain calculations. Before then we may expect invest- 
ments rather from speculator or from those who have some political 
schemes to further. After railroads are built and trade on a large 
scale in the interior is established, a sound coined inoney on a stable 
liasis will be a nece,ssitv. Trade can not grow satisfactorily under 

present currency conditions. 

4. STRENGTHENED CREDIT. 

Probably no other action on the part of the Chinese Government 

would strcngti.oii its croclit among foreign nations so “ 

estal.lishment of a sound monetary system which 

nf money in terms of gold. I his would enable hei to oouow 

money much more cheaply than f ""‘I ^ 

rofiind some of her foreign debts at lower rates of mteiest. . 

The experience of Japan, as stated l.y utt 

due to the establishment of the new system, if u 

ller J^ts ^hich now bear interest a o™ 4 per^«mt^at tlmt .ate,^it 

'hX f a^ wi^ 

" "Pstan withTni;ni;:rgol!l reser/e, if she desired to adopt a 
system with a loan. 
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T). CERTAINTY REOAUDING TAXES. 

Beside the possibility of rcfiiiHliii*!: lu'i- dchls, if (he price of silv<T 
should continue to decline. Cldna could juiy oil' her present debts 
much more easily with hei* currency {riven a fixed gold value. Dur- 
ing the past fifteen years the decline in the value of silver has les- 
sened the income of China, as comi>are<l willi what it would have been 
on a gold basis, by nearly one-half, the average value of the tael in 
1890 being 5s. ’2id., and during the year 1903 2s. Tijd., while it has 
been at times even consideral)ly lowei*. As soon as tin* new uioim*- 
tary system is established, there will be no fmiher decline in (be 
value of the taxes collected: and even if silver sliould not decline 
further, there would be a decided advantage to the (iovernnient in 
being able to reckon accurately on the value of the taxes collected 
for the purpose of paying foreign ol)ligations. 

The chief danger to China in lier ndalions with foreign countries 
comes from considerations of a financial nature. If she at any time 
fails to pay her obligations, the <langer of aggression will be ver\' 
great indeed. On the other haml. in no other way can she so 
strengthen her military force or licr resources in oliuu* directions 
which would be available for dideiise against aggression as by im- 
proving her financial situation. In no other way can her financial 
situation be improved so rapidly as by establishing a monetary 
system wliich will have the full confulenee of Chineso business men 
as well as of foreigners, and smh a system can never be satisfactory 
to either Chinese or foreigners until the coins have a fi.xed value iii 
terms of gold. It is clearly within the power of China to establish 
such a system in the immediate future by taking enei'gotic measures. 

V. REASONS FOR ADOPTING A GOLD VALUE FOR THE SILVER 
COINS AT THE BEGINNING OF THE SYSTEM. 

1. GOVERNMENT PROFIT. 

The Government will gain a profit fi-om coinage of some 15 per 
cent more than^^vould be possible if the system woi*c introduced on the 
silver basis. On the gold basis the average profit should be at least 
.0 per cent; on the silver basis, possibly 5 per cent. Unle.ss this 
pioht is made when the coins are first introduced, it can never be 
made This additional gain should amount to a yearly 

profit of $6,000,000 or thereabouts throughout the introduction of 
the system, say ten to twenty yeai^s. It would be increased or les- 
^ned III proportion to the rapidity of coinage and in part to the price 
01 silver. It would last as long as the new coinage continued to be 

Sr affoH ? Government in its" preseiir financial 

situation afiord to neglect this source of profit? 

2. NO DISTURBANCE OF BUSINESS. 

If the coins are introduced at their gold value while business is 

^ coins and with 

there will be no appreciable disturbance of business. Prices are now 
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IF INTRODUCED AT SILVER VALUE DISTURBANCE WILL FOLLOW. 

If the coins are introduced at their silver value and an attempt 
is later made to give them a gold value, the result is almost sure to 
be a great disturbance of business over a period of several years. 

(fi) Result of Fall in Price of Silver— Case of India. 


If it were certain that the value of silver bullion would continue to 
fall, so that the Government could simply fix the gold value of the 
new coins at the silver value of the day when tlie Government starts 
on the gold value, and that the silver bullion value of the coins would 
then continue to decline, there would be no serious disturbance of bus- 
ines.s. Both Japan and India were extremely fortunate in fixing their 
gold values under such circumstances. At that time, however, not 
only was silver bullion steadily falling in the world market, but it 
was known that the stoppage of the n’ce coinage of silver in India 
would certainly cause a fail in silver bullion, so that India might 
safely count on that result, inasmuch as its action would lessen for 
tlie time being the demand for silver by some ten or twelve million 

ounces yearly. ... vn 

At present, however, in China the situation is entirely different. 
No act of Cliina’s is likely to have any effect toward lowering the 
price of silver, and even if its action were to have that effect, this 
would take place immediately upon the introduction of the new sys- 
tem, so that the gold value should be fixed then rather than later. In 
the second place, the condition of the silver market for the last two or 
three years has been such that one may anticipate a rise in silver as 
fully as probable as a fall. There is practically no increase of out- 
put* there is a large increase in demand; tlierc is a large increase in 
the output of gold. There are certain to be fluctuations. 

(b) Result of Rise in Price of Silver. 


on y 5 per ce^t above, any slight ri^ ... the ...arKc va.ue 

sl- 'Vtsxs Sivf " 9SSS t'S: 

change in Shanghai va lied as ^ ^ that a permaneni 

Cliina might and should make load to 

rise of any extent in the value of 

the melting of the silver coins, . jo^i^tless better, considering 

gold coins; but, coins be tlie chief medium of 

business conditions in A .i should be fixed in gold. 

exchange rather than gold, ‘ go small a scale that gold 

A large bulk of the business of China is on , , ^5^ are 

coins, which would not be convenien in account, Mexico for 

not adapted to the ‘•‘J P*'.*! Philinpines, England for India 
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providing systems with silver coins to which they linve jr|vcn (»r (‘X- 
pcct to give a gold value, rather than real gold systems with gold in 
circulation. 

The country needs small change, at any I’nte, even though it should 
have gold coins. • The Government, therefore, if it takes any risk of 
having its silver dollars melted down, should keep tlie. lialf dollars, 
20-cent pieces, and 10-cent pieces more nearly free from that dang<*r 
by making them eight-tenths fine, while the dollar pieces are nine- 
tenths fine. 

(c) Result of Raising Value of Coins apieii Circulation lOsTAHJ.isina), 


If the Government fixes the gold value at, say, 15 per cent above the 
bullion value after the silver coins are once in general circulation, 
there must be a great disturbance of business. The only way (short 
of an artificial scarcity, which will seriously injure business and 
which it would be extremely difficult to enforce in China) to give the 
coins that higher gold value is for the Government, afliu* they are in 
circulation and after it has been ivceiving them at a certain fi.vul rate, 
to say that it will receive them at a higher rate and for it to be pre- 
pared to .sell gold exchange at this higlier rate. For example, if 
to-day a silver dollar is worth 48 cents gold {American) the Govern- 
ment must say that it will receive it for, say, the next two months at 
50 cents gold, for the two months thereafter at 52 cents, and so on, 
until it has reached the required value. If, now. it should inci-ease 
the rate at all rapidl}^ the result would be that the. banks and wealthy 
people would hoard great sums of money in order to secure these 
higher rates. There would l>e a p'eat scarcitv of coins and business 
would be seriously hampered. Wealthy people who could thus hoard 
wmud make large profits at the expense of prosperity in trade. 

If the Government, to prevent this speculation should raise the 
rate gi-adua ly, at, say, not over 5 per cent a year, bringing it up 
slowly month by month, it would extend the period of unsettled bnsi- 
ness, of changing and gradually lowering prices, etc., over several 
years, \\’hich might well produce a serious commercial crisis. 

A failure on the part of the Chinese Govermneiit to begin on the 
pld system now means, therefore, that it is taking, first an abso- 
lutely certain loss of many millions of dollars to begin with, and, sec- 
ond, a very serious danger of a fiitiii'e hampering of business for sev- 
eral years, and, at any rate, it must take a much more complicated 

* go'd ‘“ystem than it need take if it 

Starts now on a fixed gold basis. 

VI. METHODS OF MAINTAINING THE SILVER AND COPPER COINS 

AT A FIXED VALUE WITH GOLD. 

I. governmental control of coinage. 

i; li control the coinaffe and must 

liinit the quantity of coins to the actual needs of biisinefi 

It IS impossible to keep the value of silver coins abomheir bullion 
value unless the Government itself keens rio-id ulioii 

Private individuals must neither be aAowed to » ^bv t?" 

nor must they be allowed to determine i„7„;^‘a°y^ 
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llic Government shall coin or to determine individually the amount 
of inonev in \>se. In consequence, besides the Government control of 
the mints, it is desirable, and will ultimately be necessary, that the 
Government be able to stop the importation of foreign coins and bul- 
lion, except on Government account, or that bj' other measures, such 
as taxation, it make it more disadvantageous to use them than to use 
the new Government coins. 

This limitation and control is absolutely necessary for the follow- 
ing reasons: 


(h) Value Depends upon Quantity. 

The value of coins, as well as of goods of all kinds, depends, to 
a considerable extent, upon the quantity of them which are available 
for use in proportion to the demand for them, just as flour or cloth 
becomes more expensive when the quantity is scarce and decreases in 
value when there is a surplus on hand. So the coins, by being fewer 
in number than the merchants might readily make use of, will 
acquire an added value, while, if the merchants were allowed to coin 
them freely, there might easily come to be an oversiipply, so their 
value would fall to the value of ‘the silver bullion which they contain. 

In establishing a fixed gold value for the silver coins in 
the government depended for some years upon scarcity alone. 

1893 the mints had been open to the free coinage of silver. On the 
2Gth of June of that year the mints were closed, and for some years 
no more were coined.' At fii-st the value of the coins declined, there 
being a large supply in circulation; but after a time, inasmuch 
as the quantity was limited and no further coins were supplied, 

there came a strong dcmaml for more to supply the 
business Then the value of those in circulation began gTadually 
to increase until it reached the price which had been fi.\ed by tlie 
Governm^it-^^^ shilling and 1 pence to the rupee. Wien this 
noint was reached, and there came a further demand from ‘TJ’ 

haveUie(%^^^^^^^^^ 
ev^^it the lca?citv 

thi .mmher'of silver 

and copper coins. , furnished 

The merchants should . nivment of a reasonable 

them at any ti.ne e.ther is established, in 

:;z::f^etr'iSd p-y 

(b) Value Depends upon Confidence. 

I, o,a., » •!» -i™"' srssii ATjss 

S" of .ho TO. ~ K 
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(lone best by maintaining absolute faith as regards llic (jiiality of (be 
coins, by tlic eniployincnt of the abl(‘st ex])erts of (he liighest reputa- 
tion, and by publicity in connection with the managtanent. 

Heretofore the mints bayc. at times, used a larger amount of alloy 
than was proyided in the law, and there has been no proper check 
over the asseys. In consequence the public has lost conlidence in (in* 
■ coins of some of (he mints. This must never Ik‘ i)enni((ed lo happen 
in connection with (lie new coins. Each melting for coinage niusl be 
cai*efully assayed, and under no circumstances should any coins be 
minted that are not of the right quality. In order lo secure (he cotdi- 
dence ()f (he j)ublic. coins taken at random from (be different minis 
from time to lime should be tested by assayers not connected with 
the mints and their reports published.' It would be well also, for* a 
time, to hayo coins selected at random by persons not connected with 
the Goyernment or with the mint management and .sent to foreign 
mints to be assayed and reported on. The confidence of the publTc, 
both Chinese and foreign, must be secured and ke)>t. 

Publicity regarding the quantities coined and put into eirculation 
will likewise tend to give confidence in the wisdom of (he GoveriimenI, 
inaiiagemciit, and such jiublicity slioiild la* encouraged. 

The confidence of the public, in (lie first jilacc, is necoAsarv in ordm* 
to maintain the value of the silver coins; and, in the second place, 
this confidence would he profitable to tlie. Govornmynt inasmuch as, 
wlien the people trust the Government, the gold reserve, which it will 

need to carry, may be much smaller than will be the case if tliey dis- 
trust the Government. 

2. UNIVERSAL ACCBII'ANCE OF COINS BY GOVERNMENT. 

The Govenimoiit. iniist receive its new coins :i( all (inies wilhont 
dne if Empire in the payment of any olilipilions 

.. The aeeeptanee of file coins witliont question hv all (iovern- 
Governnmnh " ‘ ‘ "‘P tfooil faiHi of (lie 

makes also a demand for 
the new coins which will tend to keep up their value. While (he 

limited to an amount less than the ordinary 
demands of busines.s require, this Government demand, of itLlI 

fn ii, maintain the value at the gold rate 

In some countries the annual revenue receipts of the o-overnmont 

the .noney"i, c"- 

ubTy kS thm 

It wo Id T «till very gi-oat 

offieik^ even 4 tL provin^L^^Ioi not to confpti the 

to the board of re3e m^ T an Iv «r^>ntroduced, to pay 
one-half of their revenue in tliP nal- ^^'^'^narter and afterwards 
being adapted to local conditionknd in every case 

pelled to pay all of theirSev * ? taxpayers sliould be com- 

of course, no interference in this conneeUon wXth 
certain taxes in kind. From the bep^inn^n^ k the payment of 

cals should be compeUed to receive lorn th“e ptS tte/fSl^oM 
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value all of the new coins offered to pay obligations due to the Gov- 
ernment. Otherwise confidence in the Government would be lost and 
its credit would be seriously injured. 

If the introduction of tlie new coins is made locally, province by 
province, it might very likely be possible almost from the beginning 
to compel the people in the'localities where they are introduced to 
pay all of their money taxes in the new coins. Of course if a tax- 
payer does not have enouijh of the new coins in hand to pay his taxes, 
tlie Government will provide means throimh exchange shops with 
fixed rates to supply his needs, as will be explained in connection with 
administrative organization. 

a. MAKE COINS LEGAL TENDER. 


In due time the coins must, by law, be made legal tender (the Ic^al 
monev in whicli private debtors may pay their debts). A law ot this 
kind is usual in all countries where a developed monetary system 
exists. It tends, of course, to add to tlie demand for the new coins 

and tlius to keep up their value. , . ^ 

Such a law should not apply to debts made before tJje 
nut in circulation. The people should also be permit ed to make 
conlnicts payable in aiythin.^ they like, bnt all eontracU 
imule oavable simply in the money of the country, such as dollars 
or taels ‘the debtor ‘should be permitted to pay m these new coins. 
If the creditor objects, the debtor should still have tlie ^ 

mv nV he new coins into the court for the creditor 
the dh>t discharged. This law should not be pas.sed at 
nfter the people have become accustomed to the new coins and ki 

their real value. 

4. GOVEIlNMENTAIa SALE OF GOI-D EXCHANGE. 

T,,. o.v™- 1; S'; S'.Erj 

of exchange) payable in *.,„poi]s than the usual banking rale.s. 
at rates slightly more ‘**Y‘*" ' ^ charge of the banks throughout 

£ t Ti;; xf ^ 

(„) OOI.D Needed fob I'aymem of Fobeion Debts O.slt. 

% Piiinn ^thG low rfltcs of WftgOS, 

Inasmuch „ "nbor of wrv small transactions, 

the low scale of pnccs, „Xrin ordinary trade, there is no 

Om'pavnfcmfof oblioations^t^^^^^^^^^^ 

however, gold is needed: ° ,„t merchants and the foreimi 

so easily secure the conlidence o | s^nable charge for the settlc- 
bankerA as hy supplying gold at a reasoname 

ment of these foreign debts. 
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For tlie last thirty yeai's Holhiiid lias found it possible to main- 
tain for her silver coins a fixed value in ^fohl witliout rodoetnin" 
those coins in gold for use within the country. She has stood ready, 
however, to furnish gold at any time for (lie payment of delits abroad. 

India, for a considerable time, maintained tlie value of her silver 
coins by scai'city alone. This, however, was always at a consi{leral)le 
risk that the coins might temporarily at anv time, owing (o a slack- 
ening demand, fall somewhat l)elow (iieir'face value, and of late, 
since she has a large gold reserve, India has also l>oen ready to fur- 
nish gold for the payment of foreign obligations. 

In the Philippines the (loverninent relies chiefly ujmn this fur- 
nishing of gold by means of bills of exchange f«ir (he i)aymen( of 
foreign obligations to maintain the value of its silver coins, altliough. 
inasmuch as it had a eonsiderahle quantity of gold and rnile<l 
States currency, which is at a par with gokh on hand in iManila, il 
ottered temporarily to exchange this United States money free of 
charge for tlic now eurrency. and to exchange gold for the’ new enr- 
reney at a charge efpiivalent to the cost of importation. 

Instead of furnishing gold itstdf for (he payment of foreign ohli- 
gatioiis, It will he e(iually useful to the people ami much cheaper 
for the Chinese Government to sell bills of exchange, as indicated. 

(6) Bankers Wili. Use Coins if They Can Buy Exchange. 

In orjicr to secuiv public confi.lonoo in the new nionetni-v system 
tlie hiuikers espeoinlly the foreign liiinkers, nn.l the gi-eat merrinnts 
innst be wil nm to receive the new coins at their giihl value. If the 
hankeis and the merchants can always he sure of hnvimr hills of 
e.xchange at a fair charge in exchange for the new eoli'^thev w I 

business. Tl eie would never ho anv possiliility of (heir falTino- in 

tions: and, as a matter of fact wRnn Vu i j ^ ‘ 1. , transac- 

scem-cd, the difference wonlrl’ nr.v 1 *i ^ confidence of the public was 

Other uses of the coins would bp*ni 

slight difference. ^ sufficient to cover any. 

(c) (JovCTNMENT Rates for Exchange. 

probably not wiih to compete wit^thetn'n^-’ ‘ f r'-' n nmont will 
DOSS. In consoniipnr'rfi u Li -i' ' in their ordinary bnsi- 

hanks, in order that the bank?maVordh *"gh(*r than the 

maintaining the value of the Liver purpose of 

miusnally strong demand for <rold so tW 

partof the Government the value of ’its silvp^ action on the 
Should the Governnient ShL « 

possible to arrange, of eoui-se, for it to selfbUlf 

S. Doc. 128, 58-3 - Q exchange against 
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the Goveriuiients gold reserve at the usual banking rates, thus com- 
peting with the other banks. It would probably, however, be better 
for the Goverunient to have its rate fixed in the law, and for the 
natitjnal bank to use only its own funds and not the Government 
funds in competition with other banks. 

(f/) 1‘KOFITS FROM EXCHANGE. 

This business of selling bills of exchange, under the circumstances 
indicated, will also yield to the Government a small profit, which 
should be placed in the gold reserve. 


r». COINS EI KNISIIIOD IN ENCIIANGE EOR GOI.D AT HOME OR ABROAD. , 

The measure recommended in section i will prevent the deprecia- 
tion of th(‘ silver coins. In order to prevent an increase of the value 
of the silver coins above their gold value fi.xed in the law, the Gov- 
ernment should agree always to furnish these silver and copper coins 
to anv amount at their face value in exchange for gold paid in to the 

This gold' might be paid in either to the treasury in China or to 
its a‘>'encies or to the branches or agents of its national bank abroad. 
Tn the latter case the gold paid in abroad would l>e used to purchase 
orders (bills of exchange) payable in China in the np' coins at the 
treasury or at the national bank. ^Mien these drafts on the home 
Government are purchased abroad there should also be, a chaise 
made a? ill the case of gold bills of exchange sold in China for pay- 
Inent 'abroad, although the rate of exchange may not be 
This would likewi.se bring a small profit to the 
what is of greater importance, as will appear later, 
prevent the exhaustion of the gold reserve. 

v.,., HOW BE 

ITbc. followiMB sums in ™ncre.e form sovorul of the i»ints Just mode 

A silver dollar which weighs aevonty-two 

worth in China at this I’iV given hv action of 

same dol ar or an equal weight qf siltir coiiia ot g . 

Z (iovernment » valne 'f, 

al,„nt eighty-two 'edths of a tael worth eighty-two 

■" oE OvaisKi “"I* 

'J'he following s\iows the ";iy : hundredths of a tael 

If the Chinese Government the “imperial coinage 

of silver bullion, coins dollar now in circula- 

dollar.-’ it will be different “X^l ^or 82 tael cents; that 

S'i3EBS* 
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lent of 8.20 taels. The official will readily lake the new dollars at the 
rate of 82 tael cents under the following conditions: 

1. The Government agi’ees always to take the new dollar anywhere 
in the Empire — Peking, Shanghai, in Szechuan, Honan, or (dsewhere, 
instead of 82 tael cents due in taxes or contributions or in any other 
debt due the Government. If the official can pay it to the Govern- 
ment for 82 tael cents and the Government will surely receive it at 
that rate, he will not object to taking it. 

2. The Government should pass a decree in due time, after the peo- 
le understand the plans of the Government, saying that Jinyone who 

las a debt to pay to any other person may pay it in tlie new dollars 
at the rate of ^1 for 82 tael cents. If the people know (hat (he Gov- 
ernment will always back them in paying tlieir debts with the dollar 
at 82 tael cents, they will not object to taking it at that rate. 

3. If the Government says, further, that it will take these new dol- 
lars and give in exchange for them an order to pay in London or New 
York or lokohama 82 tael cents’ worth of gold for each new dollar 
paid into its bank, all the foreign banks will receive tliem at that 
value, for they are buying orders on those places every day. If the 
foreign banks take them at that rate, all native banks and merchants 
will take them at the same rate, for they can he sure of paving them 
out at that. If the merchants take them at 82 tael cents, all the j)eo- 
ple will do so, for they will know’ that they may pay them out at the 
same rate. 

4. The Government, too, having full control of the mints will not 
coin more of these coins than the needs of business demand, so that 
the people will always be using all that arc in circulation, and this 
also will keep up the value. 

By following these methods the Government could without cost to 
Itself gam a profit of 10 tael cents on each new dollar coined. It 
w’ould be practically as easy by the same methods to make a profit 
of 12 or 15 cents, and it wo\ild probably be best to make the o-nin 
about 20 per cent. It should be noted that this profit can be made on 
each piece only once, and that is when it is first coined and put into 
circulation. After that the dollar must be taken in by the Govern- 

prdit. there is no 

As 48 cents gold ecpials about 72 tael cents and 55 cents trold 

equals about 82 tael cents, it is shown above how’ a 48-cent dollar^can 
l:>e made to pass for 65 cents. 

dollars are introduced into 
circulation in the way indicated above, very little eold will he 

required at first, and the gold reserve can’be built up ve^r7grrd a^ 

SO circulation. If at first there s4 oi Id hi 
d strust on the part of the people, so that they would wish to brinw 

ample, for the first million dollars issued it miXt li well T 
people know that the Government had $750 onn ill i • “ 
the second million issued sav $500 f ^ reserve; for 

two millions issued. Tiit f ’• ^^250, 000 for the 

any possibility of panic The acS L ^ against 

triain^from the first, and after two or 
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probably safely Im? cut to 25 ])cr cent, or even considerably less, pro- 
vided the Government had made arrangements to borrow promptly 
on short notice. 

If the Government pays out the new coins for salaries and sup- 
plies, deposits them in the banks, gives fair rates in the new coins 
for silver sycee and cash purchased, receives them everywhere for 
their full gold value in taxes, the people will very soon gain confi- 
dence and all pei-sons having money to receive either for goods or 
for services will soon prefer to take the new dollar as the better dol- 
lar and the one steadier in value rather than the tluctuating Peiyang 
dollar or the inconvenient tael which has to be weighed. 

VII. GOLD RESERVE. 


1. A GOLD RESERVE NECESSARY. ^ 


As has been stated before, in order to secure public confidence and 
to insure from the beginning the maintenance of the value of the sil- 
ver coins in gold, by inethoos which we have already discussed, espe- 
cially by selling bills of exchange on a gold fund held mostly abroad, 
it is necessary to have a suflicient gold res(‘rve. 

It should l)e kept in mind, however, that the quantity or tlio gold 
reserve required on the system proposed would Iw very much less than 
if the redemption of the coins in gold on demand were made in the 
countrv itself, ^^'hile. beyond (piestion, when the system is f 
introduced there wouhl be a certain speculative demand for bills ot 
exchange from the interior on the part of bankers who could f«i-w«i*;l 
tlieir new silver coins to Shanghai. Tientsin, and other '' 'j[‘. 

the hanks could use them in the pnreha™ of gold exchangi, (h is 
snecnlativc demand would probably not last very long. It nould 

d^pe^I upon the fact that -A first a'good many " ,3' ‘S'em"o 

nronle ni ght he willing to sell the new coins, whieh noiild siein to 

1 Z of -dit weight, at rates something below their face value. I s 
dZgZ elmid helai^ely obviated by ''-ing;!-;; b; 

full information as to its means of ^ their ful’l 


ing the value of the silver coins. 


2. A.MOUNT OF RESERVE. 

The amount of the o'f sfatZlior'in China. In 

determine on .hied' more or le,s.s experimentally, 

actual practice f,„. j.oi„g It will he nece.s.sary, on ac- 

dopending "P™ J'*', Zarate information, to make ample provision 
so'as t^ cover all rfsks. and to see to it that there i.s enongfi at each 

stage of progress. ,i„ Lv iho liest experts in /Vmerica and 

According to V'P fo’J a coiisideralSe time at least, from 

25 to 30 per cent of the yiluc - j * system to the new 

At the beginning, while the cKiug*. reserve considerably 

is going on, it will be necessary to have this goiu rest. 
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laj'ger than 25 or 30 per cc*nt of the coins at that time in circMilalioii, 
inasmuch as there is likely to be a lack of confidence at lii'st wliicli may 
citjatc a run on the reserve, llesides this fact, tliere will also he other 
coins and bullion in circulation for a considerable time. If there 
should be a slackening of business or a very strong deinantl for gold 
bills of exchange, the withdrawal of. say. even 50 per cent of the n(‘W 
coins in circulation might not contract the entire ciirrencv so much 
as would later, when the system is completely establishcil’ (he with- 
drawal of, say. 10 per cent. After the system is thoroughly estab- 
lished, it is pi-obable that a resrve equal to 10 or 15 jjer cent of the 
circulation will be sufficient for actual use, although 25 or 30 per «-en( 
should always be available on short notice. 

In consequence of tlie fact that the reserve fund may lie put to only 
special uses — i.e.. to the redemption of tlie new silver in bills (jf (‘X- 
change, etc.— it will doubtless bo possible to keep part of it in <--,k,( 1 
foreign bonds on which cash could be pr()mi)tlv realized. Again, so 
far as a part is concerned, it may lx? sufficieiit possibly, instead of 
keeping cash or bonds on hand, for arrangements to be'made by »lie 
Chinese (jovernment for a mere right to draw bills of cxchamro up (o 
a certain amount on, sa}', two days notice, the regular rates of*^ interest 
to be paid only on the amounts drawn. This privilege could doubtless 

be obtained at a very small charge if the maiiagement had the confi- 
dence of the great banking houses. 

estimate of the Director of the Mint of tlie 
Un ted State, the stock of silver in China at the present time is 

sav million doIlju*s Mexican, in round numbers, 

say, 482 million taels, or, say, $337,400,000 American gold. If we 
jmsnme a population for China of 400 million (an outside figure- 
the Director .estimate 330,100,000), this would giU a per capita cir- 
cu ation of 1.20u Uels, or substantially 84.35 ceiite gold. If the new 
dollar were issued at, in round numbers, 2 shillings, 1 yen or 50 

11 little more, it would doubtless be sufficient for tiie 
1 r -r -- 1- -pita, or 800 mmi!:;; 


profitable 
four of 


circiihitmn Af CA..; Q \ jiiuia ami assume a p 

cue lation of some 8 shillings, or $2 American gold or sav 

^ Vt hm milfion, ’ 


Table II. 

China 

Turkey 
■Lipaii . _ 

Cuba — 

Oulgjirla 

India 

Kgypt — 


«? 1.02 
3. 75 
3. 24 
2. 10 
1.32 
2. 07 


ncMrdlng^oThe%Kf^t?v« to about S1.02 American. 

"St has so low an estimate One of J o ®tber country in the 

Ill'll® present silver circulation at IW Chinese bankers estl- 

Papcr and the rest bnlllon or doCr cote He ^tK’ ’0 per cent is 

uur coins. He estimates the copper circulation 
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Of coiii^ countries with more highly developed business have a 
higher ratio. For example: 


TIjo Straits Settlements $8.03 

Great Britain 18.31 

Germany 20^48 

United States 29.79 

rrance :i9.22 


It is evident that four new dollars per capita would be a sufficient 
outside amount to take into consideration at the beginning of the new 
system. It would take several years at any rate to have the system' 
established throughout the country, and experience would eventually 
show the amount required. While the conditions in China resemble 
those in India more than in any other prominent country mentioned, 
the probability is that conditions are even less developed, so far as 
the use of money is concerned, in many parts of the interior of China 
than in India, where a system of coins has been in use many years. 
It should be noted also that the per capita circulation in India, as 
given in the table, includes 11 cents per capita for paper money 
uncovered. 

It would be advisable, of course, for China to introduce the system 
fii-st in the treaty ports or in some of the most populous provinces 
and then gradually to extend the system throughout the country. 
The population in ‘the treatv ports p'robably does not e.xceed 8 mil- 
lion. while the population* of the four provinces which contain 
Shanghai, Canton. Tientsin, and Hankow is about 100 million. If 
we ajSume that China, within the hrst five yeais (after) she be^an the 
coinage, could supplv 400 million of the new coins, that would cover 
nracticallv all parts of the country which have any direct dealings 
with foreign countries or which can lie considered commercial to any 
noteworthy extent. A system that is made thoroiighly succ^nil 
in these sections of the country and with this class of the population 
for a series of years will, without especial difficulty, 
t^rou-h the rest of the country. An actual reserve, therefore, of. 
sa. per cent of this sum of 400 iriillion of new reserve coins w 1 
h IN riv hie of increasing it to 50 per cent or even to double the 
Ir gLl ».nount in case oh.eed would ample provision 

of couiU for the entire final reserve raised^^uthm 

systen, from that tnne on ; but accor^ o a 1 rca^ m ^ 

lions, ■£ the price of ‘PJ,™ he edn'ge alone would prob- 

Iu.,rd estimated, and are given as outside ^ esti- 

under the most adverse circu mstances. On the oa.^ 

- ‘ ifn thinks the country ncc4l.s 

jit .50 luillion taels, of wliich ;>« |K?r Tliat estimate allows only 

more money, but gives that ns the ^ of :W0 million, the least 

'■ 'wrong, an a.lowaaee of .wo now 

dollars per <:uj>ita is ample for the present. 
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mates, and those largely of Europeans long resident in China as 
bankers and merchants, one-half of llie sums mentioned would pr()h- 
ably sutfice, and those are the figures recommended as best to assuim*. 
It would doubtless do to begin the system on one-half the estimates 
given all around, provided arrangements wei'e made to increase in 
case of necessity to the higher figures, and provided a 1st) that the 
management were watchful and slfillful and hatl the confidence tif 
the public, native and foreign. The figures are tabulated by years 
of work in the next Chapter, VIII. 

3. USES OF THE UESEIl\’E. 

This has been explained sufficiently for present purposes in earlier 
discussions. 

4. MEANS OF OBTAIXINO A RESERVE. 

(0) I’BOFITS ON ('OINAUE. 

The profits of the coinage of the silver, nickel, and copper coins, 
if the prices of silver and copper do not increase materially, ought 
to amount to as much as 20 per cent. The experiences of the Ehilii)- 
pines and of Japan seem to justify this estimate as reasonably con- 
servative. Of course all would depend upon the valu(‘ which the 
government determines to give to the coins, and it can, within reason- 
able limits, fix its profits. According to the best experts it is desira- 
ble that the face value of the silver coins be at least 15 per cent above 
the usual bullion value in order to prevent the danger of the nieltim'' 
down of tlie coins if there should be an increase in the price of silver 
bullion, wmch would make the coins more valuable as bullion than 
as coins. On the other hand, it is not de.sirable that the profits Im* 
too high on account of the danger of counterfeiting. It is probable 
that so far as the unit com (the dollar*) is concerned, a reasonably 
safe profit of about 15 per cent is about right. From the prescuit 
outlook regarding the future price of silver tiie margin had better be 
somewhat above 15 per cent rather than below it. On the subsidiary 
- liver coins, on account of the less danger of counterfeiting and al^ 

rSXtl maS'r' applied 

mfde If ^ “ ^“^ewhat higher profit may be 

cm nine-tenths fine, it is entirely possible 

that the subsidiary silver coins might be made eight-tenths fine The 

di^dyantage of the larpr amoimt of alloy inihe subsidUry coins 

butXrdFn*^ u somewhat about receiving^thein; 

but that danger would soon be overcome if the government adontPfl 

On the nickellnd counterfeiting, 

readily be reali 7 pH coins, of course, a much greater profit can 

s “Si'Ssi - #r“ i- 
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in silver in the Tendon market would rather have a tendency, other 
things equal, to lessen the demand on the gold reserve, both by en- 
couraging the payment of foreign obligations through the export of 
silver and by giving confidence in the Government as the risk from 
depreciation of its coins lessened. Moreover, if, owing to a threat- 
ened exhaustion of its gold reserve, it were eventually forced to sell 
some of its silver coins to meet a temporary emergency, it would real- 
ize a higher price for them. In no event would it lose more than the 
cost of coinage and freight, unless the bullion value of silver fell be- 
tween the time of its purchase of bullion and sale of coin. 

The profit on coinage should all be devoted, for a considerable time 
at least, to the purchase of gold for the gold reserve. If it should be 
necessary to get any considerable extra sum in hand at any one time, 
it would be possible to use this reserve and the silver on hand as a 
basis for a temporary loan of a few months, provided the Government 
authorities had the full confidence of business men. It probably 
would not be wise, however, to count on this as a basis for any but a 
temporary loan. 

(6) Contributions. 


The Government has already made provision for the accumulation 
of a gold reserve by permitting contributions from certain classes of 
officials to be paid part in gold or in silver at the ratio of 32 to 1. H 
might be well to encourage as far as possible the income from tins 
source. Possibly other similar sources can be discovered which will 
add considerable sums to the gold reserve. 


(r) Ix)AN. 

The Chinese Government might very profitably, considering the 
importance of the change of the monetary system and the profits of 
coinage, make a loan, ofwhiph a large part of the i)roceeds should be 
place! in the gold reserve. The direct gam from proht.s of coinage 
alone ought to make this loan very profitable, even if the 
tal iieedSl had to be borrowed. In i^rivate life to borrow at G or 7 
per cent and to make 20 per cent is considered very good business. 

China ouLdit to be able to make better rates than thojj. 

^ If the !ore<roin<r estimates regarding the profits from coinage are 

$8,000,000 a year for a period of entj >eai^ ii i 
taken; to ‘ ‘ ^ 

erialf. aUl'iougir't’rtlnie of its duration .night l« eorrespond.ngly 

nXerer even if tl.is profit of 8 ™ property, 

made for the Government so ‘ ‘ ,, g„ld re.si>rve; 

it eould probably not be n^d f * . » i(‘<rular revenues of tile 

iimt is t.! say, 

(iovern.nent ‘o *VX po-vsiblv l>e used in such a way. 

erable time. Later, part of it ii ? ! heretofore regarding 

On tlie other hand, unless the I ' t„hlisbed on this basis 

the benefits to China of “."'""‘^‘i'Vl.nefits to China from the system 
are grossly mistaken, the indirect beiiefats to oniiia 
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01* ox^oi*ts irici*ciis0s ....... - — — 

vestments and coutidence lead to iiuTcased revenue from oilier sources. 

In estimating the expenses of a loan, also, it should be kej)! in mind 
that, so far as the loan is requireil for the gold reserve, a considerable 
part of it could be kept as a curivnt balance in the banks either at 
home or abroad, and thus be made to realize a considerable return in 
interest, doubtless 2 per cent,- and in some cases more. Tlie govern- 
ment of the Philippine Islands has realized HI per cent. If experi- 
ence showed that the demand on the gohl restu've was comj)arativeIy 
small, a considerable portion miglit also be kept invested in si'curities, 
Chinese or foreign, which would pay part of the expenses of the loan, 
probably 3 to 4 per cent. At least half of the res(*rvo, on the average, 
might thus draw interest; probably a much larger proportion than 
one-half might secure some income. • 

As a basis for a loan, if any is needed, the following sources are 
suggested : 

(1) Increased returns from customs . — The annual increase of the 
returns from the imperial customs. The annual income at the time 
of the establishment of the indemnity, it is undei*stood, was prac- 
tically all required for the payment of that indemnity. The trade of 
China, however, is rapidly increasing, and there is, in consequence, a 
large annual increase in the returns from the customs. If the Gov- 
ernment can secure its support on the basis of the income of three 
yeai-s ago and assign this increase in the customs to tlie e.stablishment 
of a monetary system, this might be used as the basis of a considerable 
loan. 

(2) Ophim., sphits^ From investigations made throughout 
uie provinces, it is evident thrtt the Chinese Government is not rec^eiv- 
ing, either through the central government or through tne provincial 
governments, nearly so large an income from opium, spirits, tobacco, 

t” P^*<^^DCts as is usual in other civilized countries, 

in tne^bmted States, for example, the central Government alone de- 
rives froni the manufacture and fii-st sale of sucli products, mostly 
spirits and tobacco, ordinarily nearly half of the entire national rev- 
enue. Besides this, the municipalities derive a large additional in- 
come from licenses issued to shops where the.se products are sold. In 

Government derived from opium alone a revenue 
or iw,r»i,ooo rup^s, or, in round numbers, about 36,400,000 taels, 
tad^ received only about 89 million rupees, say 44,500,000 

\o}i probable that by a proper organization of the serv- 

ll?lZT " the near future wftliout an^ 

ernmon? ^ tile quantity of opium used. The Gov- 

^nment would also derive a very great advantage in securing a much 

gieater control over ite production and use, wdiich would enable it 

*^ 1 *^*^ whatever measures might seem advisable 

Probably similar provisions might be made, althmigh they would be 
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of less importance, with regard to spirits, wines, tobacco, and similar 
luxuries. 

'I'iu* succeeding note olFers some suggestions regarding an opium 
farm for certain cities. 

(3) Land tn.v . — Sir Kobert Hart has suggested an increased rev- 
enue from the laud tax. the j)rovisions of which are familiar. 

{4) .I////C.S'. — It seems to be the general oj)inion throughout the 
provinces. j)articularly among business men and those who have 
looked somewliat carefully into the subject, that a consideralde 
increase in income might Ge derived from the development of tliose 
mines of China, the revenues from which have not already been as- 
signed. and that, if it were desired, a loan might be made on this 
security. 

In order to secure such an increase in revenue and to manage it to 

the best advantage, it is necessarv that the Government have a some- 

. .1 1 


)nmuu 1 JUS DiUTNUi suoniu uiiutTiaKe ui uucc a 

careful survey or prospecting of tlie chief mining resources of the 
Empire under the direction of experts who would have tlie full con- 
fidence not merely of the Government itself, but also of investors 
everywhere. In the ca<(‘ of all mines which seem important very 
careful estimates should be made by these experts of the probable 
incoiiK* wliicli migiil be received fi-om each mine under proiier 
royalties. When this estimate was in hand the Government could 
iud«»’e reasonaldv well regarding the amount of money which coiild 
probablv be borrowed on this basis. Of course no investors, either 
Chinese' or foreign, would be willing to make a loan so large that its 
interest and amortization fund would exhaust the estimated royalty. 
Capitalists might readily he found, however, ^yho would be willing 
to make a loan the average support of which might amount to, say, a 
half of the roviiltv. This noiikl, on the avorago. give an ample 
secm-itv. 'I'he 'other half then, in case it were actually realized, 

would go into tlie general treasury of the Empire. , 

When the mining bureau once Inid full knowledge of the mines 
■It its disposal it would he in a position to grant privileges on these 
t‘r::lnal,le terms on tlf., basis of < 1 - exj^if s repojfs. Im- 

investigate the inines wliicli they were f ClZe.se 

Znd;Zi:t:d.iZrc»^^ 

fully that from the "t hiZ. ZZZativelf shor 

realized in tliis^way a ^ .j of tlic inonetary system. 

period— enough iM-olmhIy to siipph^ there ire also some railroad 
(5) is probable that 

concessions whicli might he used in the sum } 

of the board of commerce. 
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(C) Other Probably tho board of rcvoniu' ran 

other sources of revenue: for example, a house lax, such as has hrvi\ 
emploYcd in Canton: a business tax. sncli as is eoiinnon throujrhoul 
Europe and in the Philippines; or others. Of course, any siicIj 
taxes should be levied with discretion and with care not to niU'iTere 
with business. 'Fhere can be little doubt, however, not. merely that 
it would be extremelv profitable to the C'hinese (lovernnient. but 
also very beneficial to the Chinese peo]>le. to make the sacrilic<* of 
slightly additional taxes or of the use of some oi the new s(mi-(<-s of 
revenue suggested, amounting, say. to irom two to fi\’(* million latds 
a year, in order to establish a new momdary syslein. which would 
probably bring an annual profit for a good many years of from 
six million taels a year upward, besides the still greater indirect 
benefits already mentioned. 


(!. MEANS OF MAINTAINING TIIR RESERVE. 

Most of the means of maintaining the reserve at a sufficient amount 
after it has once been established have already been indicated in con- 
nection with the maintenance of the gold value of the silver and cop- 
per coins, so that this .subject may be treated quite summarily. The 
following methods mav be noted: 


(») Gold Paid In. 


In case individuals wished to have silver and copper coins issued 
to them individually, in addition to those which the (Jovernment has 
put into circulation by the ordinary channels, the (iovernment should 
coin and issue such silver and copper coins on demand in reasonable 
quantities for gold deposited. Such gold should be placed in the 
re.serve fund. 

This has been the chief source, practically the only source, of rais- 
ing the gold reserve in India. It could doubtless be made eventually 
to Decome a considerable source of gold revenue for China. It is not 
well to depend upon it too mucli, as, in order to have it work most 
efficiently, it wo\dd be necessary so to limit the quantity of coins that 
business might he considerably hampered. Moreover, it should be 
kept in mind that full confidence in the administration and high 
credit is needed to make this source effective. 




( b ) Sale of Silver Bills on China. 

In connection with the above is the sale of bills of exchange for 
gold by the Chinese agencies abroad, these bills of exchange to be 
drawn on the treasury in China or on the national bank acting us 

•| ^ J ^ ^ payable in China in the new 

coins. It IS not necessary that the rates charged by the ao’ents 
^ Cliina abroad for bills of exchange payable in the new coins in 
China be the same as those charged by the Chinese Government for 
bills of exchange payable abroad in gold from the gold reserve. In 
fact, if It seemed that there were danger of the exhaustion of the 
gold rperve, the Government might make the rates favorable enough, 
so that It would become an active competitor of the foreign banks^in 
ing these bills of exchange. Of course the persons in charge of 
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the system would need to exercise very careful discretion in deter- 
mining wliat those rates may be. in order, on t!ie one hand, to main- 
tain the system in its integrity, and, on tlie other, not to interfere 
unduly with private business. 

(c) But Gold Exchange. 

In case of very lieavy drafts on the gold fund, so that there seemed 
danger of its exliaustion. the Chinese (iovernment, either through 
the national bank or llirough other special agencies, following the 
example which Japan set in more than one instance, might enter the 
market and buy in competition with others in Shanghai, Tientsin, 
and elsewhere, for silver, foreign bills of exchange payable in gold in 
London. Xew York. Yokohama, or elsewhere: the products of these 
bills of exchange when collected in gold to be placed in the gold 
reserve. 

( d ) Profits on Exchange. 

From the sale of bills of exchange on the gold reserve held abroad, 
as well as from the sale of bills of exchange on the Chinese treasury 
payable in the new silver coins of the country, small profits would, of 
course, be realized. These would naturally be placed in the gold re- 
serve. IMiile they would in all probability amount to a consider- 
able sum each year, they would naturally form but a small part of 
the gold reserve as a whole. They are therefore to be looked upon 
as a subordinate means of maintaining the gold reserve. 


(e) Sale of Sil\'er on Hand. 

Another re.source is also left in case of an emergency, a means 
which was advocated bv Mr. Lindsay, of the Lank of Bengal, when it 
was proposed to establish earlier a gold reserve for India. 

In case verv large quantities of the new silver coins are paid into 
the Government treasury in exchange for bills of exchange on the 
"old reserve, these coins are to be held in the treasury until there 
comes a strong demand on the part of business men for t u«m to 1^ 
paid out. a demand which would be manifested ordinal il} b\ the de 
,osil of "Old. either at home or abroad, for this purpose. It is evi- 
ient tharsuch deposits of gold would not be made us long as gold 
et l a c;e i demanded. The Government would therefore ha^ m 
is vanUs lar"e quantities of silver coins. If the gold were not f«i h- 

inasiii.U'l. as the Government a 


)1 

a 


oasnuich as the ^ 

riginallv for coining thest* pieces at nia^ket bull J 

.oiild be a loss of coinage and recoinage, but ^ 


lid be a loss or coinage ami ” f„A<rht chargi's. 

.nail per cent, possiblv 2, or even 4 'J 

ind nii"lit we 1 be suffered rather than to tnki an> . * jj... 

he exha'lstion of the gohl rc.scrve and tl.e deprecation of the com.^ 

dready in circulation. 
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Note. — An opium farm for aomc of the cities of China. 

In the article on si ^old reserve, under (r) (2), it is sii^jj^esled thsit 
the Chinese (iovcrnhient does not receive so hirj^e. sin incotiie from 
piuni, spirits, etc., as is usual in other countries or as is desiralile. In 
rder to secure a suflicient basis for a loan of the new inonelarv system 

1' .1.. i- X. All . A. .. IaI * . .. 11*1* 


an iiuliVKlnal or sviulicato who woiild pay the la 
and would conduct it in accordance with the law. 

The Government would then lay down whatever re^rulations it saw 
fit for its introduction into the city, and its sale, lixin^r, if it thou«;ht 
best, the quality, prices, restrictions rcfrardiiijr persons to whom it 
should bo sold, the nmnher of shops Avherc it slionld be sold, with 
their location, and any other regulations that seemed desirable. The 
money for the farm sliould be paid quarterly in advance, so tliat the 
Government could count absolutely upon the amount of revenue and 
upon the date when it would be received. 

This system should be applied to enough cities to furnish the ivve- 
nue required for the loan. This law would form a good basis for the 
pioper taxing of opium, and might later be e.xtended to include a 
general opium monopoly by the state, or it might take whate\’er other 
torm seemed advisahle. It was suggested tliat a commission of 
tnree men, to consist of two Chinese and one foreigner, tlie foreigner 

d’* imperial customs who knew something 

- ri®- ‘ importation, etc., and who could 
ChV S Singapore, the Federated 

them T ev XulTt!''"' have 

S' ■ t ‘ Canton and the.se otlier Chinese 

charge of the sellino^orthf conditions there, have 

l.lv he sold for fear t Prc.snma- 

fa'rinor did his wor^well he T’ n' ' * tliat if the 

succeeding year Pi-ioi'ity in tl.c 


S eoS^ft 

l-isjor a loan, so good that a l^a^n^-e^uhl Zuirl;: Soaiorl't a 

The chief advantages of the system ire ttt ti 
tein income: (2) the ease of onWn- the l.i J’''°'"Pt mid cer- 
opnini farmer, in order to Fteen ® ' i ’ irnismiich as the 

the enforcement of «iriawSns „roHP"’-^' "'“"'I *« 

He himself has so much inone''y invc-sted tllnt 'i‘“si<i(s himself, 

take the risks of violatiiigZ'lZn, der o ‘ ‘ >'™ *0 

fai-m; (3) the ease of ctianZg Z sL?eT f''’ Ws 

any time whenever the chan|e ligh Sm destwe" ^ 
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Of course tlie clangers of a farming system like this are not over- 
looketl. There is danger of evasion of the law, of a poor quality 
of opium, etc. In many respects a Government monopoly is pref- 
erable. On the other hand, considering present conditions in China — 
tlie ditHrulty of liandling honestly Government monopoly, the need 
of immediate and certain ret urns.* etc.— it is probable that tlie opium 
farm would secure the needed revenue more certainly and promptly 
than the other forms of lax suggested. 

VIII. COST OF ESTABLISHING THE NEW MONETARY SYSTEM- 

ESTIMATES. 

Tt is assumed in suggesting those figures, in order to make the 
estimates at the highest pos.'^ible cost, that the population of China is, 
in round numbei’s. 400 million: that the new monetary standard coin 
shall be a dollar about equal to the present Peiyaiig or Canton dollar 
in size and weight, and that it is given a gold value slightly above 
tliat of the Japanese yen. enough to insure tlie requisite profit. It is 
within the power of the Government to fix the rate of profit at the 
beginning. 

There are two bases of estimates, the first assuming that China will 
need eventually, when the system is completed, four of these new dol- 
lars per capita. This is an outside estimate, larger than is usually 
‘'^iveii, and larger probably than is needecl. The second as.sumes a 
circulation of two of the new dollars per capita, is the one more 
generally given, and is the one recommended. It is ample for start- 
m<r the system, thougli the rate of coinage might be increased if the 
coins went into circulation readily. 

FIRST lOSTI.MA'rE— ?4 FER CAPITA. 


The circulation for the entire Empire when the system is completed 
will be l.tiOO million ilollars. 

In (he four chief provinces of China which are e.specially con- 
nected with foreign trade-Chili. Kiang-sii, Hupeh and Kwang 
'rujiE— and which contain all of the leading commercial cities— fieii- 
(sin, Shnnfrhni, Xankinj;. Ilanknw and Canton-thore .a a popula- 
tion, in round numbers, of presumably some 100 mi lion. ^ 

If the new moiietarv system is once well established in 
inccs and the fixed .alne of the coins inaintained in ten.is of I, 

mentioned would be ample wmk believed to be 
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serve, and the amount to be supplied to llic gold-reserve fund, by loan 
or otherwise, outside of the coinage profit : 


TAtW.E III. 


Year. 

Amount 

coined. 

Coinftgo 

profit. 

Amount 
ill circu- 
lation. 

Cirouln- 
tioii in 
reeorvo 
fund. 

! 

Rosorve. 

Amount 
to In* sup- 
uHt*d 
froiii 
loan or 
tax. 

First. 

|S0 

m 

1 

1 

$|fi ! 

fij 

Pet' reuf. 
75 

$no 

$^14 

Second 

I« ! 

»» 

m 

4 

Third 

m 

in 

240 

42{i 

m 

* 

1 

Fourth 

m 

in 1 

;i2u 


iin 

1 

Fifth 

at 

in 

4U) 

iilT) 





Total 

' 400 

$ 

m 

4(0 


IT) 

m m 





1 


It will be noted that the larger part of the loan or special tax is 
called for during the first year. There are two reasons for tliis. In 
the first place, the special runs on the new system are likely to occur 
during the first year rather than later. On that account it might )k* 
thought advisable, for a time at least, to be ready to supply gold if 
nece.ssary to a certain extent in exchange for the new silv(>r coins 
within the country itself at a charge equivalent to the cost of ship- 
ment of gold from Europe. This should not lx‘ adopted as a general 
policy, and it is questionable whether it should be done at all, but 
provision for a very large reserve to guard against j)ossible runs 
should be .made. 

In the second place, while the bulk of the circulation is still in 
other coins or in bullion, especially before their importation is 
stopped, it is possible tluit in order to test the system a very lar^e 
peicentage of the new coins would be presented to buy gold exchange 

the rather high rates charged for bills of exchanm*. 
After the system is finally established, the withdrawal of the coins 
from circulation on their presentation to buy bills would so contract 

ijitcs, charged for bills of exchange would cei- 
W Vn fi ’ J amount'in sterling— say, £1,000— would cost 

1 1 * 1 ^ dollai-s, or a fixed amount of the new dollars would 

> a larger sterling draft as the dollars became scarcer. But while 
here remained a large circulation of other coins, and particularlv 
uiule importation of other coins might continue, it is possible tluit 

oJ txvn^f during t\ie fii4 year 

01 t'\o of a yery lar^e reserye which could be used if necessary^ It 

success of the system that sufficient nro- 

Im?I? PV nhsolute confidence of the business world 

both Chinese and foreign, be assured beyond question. ’ 

SECOND ESTIMATE— ^12 PER CAPITA. 
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coined. Tlie following table in millions of dollars shows the figures 
for each of the fii^st five years and the totals: ^ 


Table IV. 


Year. 

Amount 

<*oinod. 

Coinage 

profit. 

1 

Amount 
in circa- 
lation. 

Circala- 
tion in 
resoiTO 
fund. 

Reserve. 

Amount 
to be 
sanplied 
from 
loan. 

1 

1 

1 

1 



Perernt, 



First 

1 


$40 

75 

$30 

$22 

Second 

' 40 

8 

80 

50 

40 

1 2 

Third 

40 

8 

120 1 

iZi 

51 

3 

Fourth 

40 

8 

180 


59 


Fifth 

4^1 

8 

200 

331 

67 








Total ' 

liui 

40 

200 



27 

1 






1 


in to draw to an amount 
named would oe i-ougni. as long as it is likely that this privilege 
would not be needed, it is probable tliat the charge for the inere 
jirivilege woulil be slight. In case use should be made of it the 
(Tovernment would, of coui*se, pay the usual rate of interest for the 
Kmgth of time it kept the moiiev, say from one to four months. It 
would be easily possible, doubtless, to give to an institution from 
which this option of drawing was obtained a warning of a day or two 
at least. Proiiably a warning of even a month could be given. 

In addition to the monetarv circulation itself, it is necessary that 
there be some working capital It is probable that from the present 
'sources of income of the Chinese- (lovernment something could he 
furnished: but in order that the entire expenses nm.v ^ estimated, 
it is thought best to add a sum for working capital. Under the hist 

estimate, in order that the jirinciple of giving the 
evervthing be maintained, this sum may be placed at. sa},$..).000,000. 
This would be sufficient to provide a liberal amount of bullion for the 
mints to incur some expense in organizing the mints anew if neces- 

sav. $i:).000.000. Doubtless a smaller expends 

mints, but not to the best ativanta™. keopilig an 

i s’;S i.ici:i:l«l ^fivonM i^ke a total Lin outside soiiree.s, a loan 

or tax, under tliis estimate, of $40,000,000. Government are 

Inasmuch as the present accounts of J- . ” ,i,rp,)ses of coinpu- 
kept in KMipSng taels, it might ^ that the new 

tation if these sums were put into fi,(, Tapanesc ven. TIic 

dollar will be slightly more valuable f J"" ,7® ^ftael. According 
K‘up‘ing tael is somewhat heavier than the Shang 
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to late quotations, exchange on Yokohama was 80 Shnngliai tael cents 
per yen. We may perhaj)s safely assume for the present purpose that 
the added value of the K‘up‘ing* tael as compared witli the Shanghai 
tael corresponds to the added value of the new dollar as compared 
with the yen, and reckon the new dollar as worth 0.80 of a K’up'ing 
tael. In that case the amounts to he raised would he, on tlie ditl’erent 
estimates, respectively, iU million taels and :V2 million taels. 

If an estimate of 7 per cent interest is assume<l in ord<*r to get the 
annual charge, we shall surely he taking an outside limit. It is 
probable tliat the loan could he mad(* at consid(*ral)lv less than that. 
At. the rate of 7 per cent, under the first estimate, tlie annual charge 
would be 4,480.000 taels; under the scrond estimate, 'i,‘J40.00() taels. 
If we may judge from the practically universal e.xperience with such 
funds, however, a considerable portion of the gold reserve coidd Ik* 
kept on deposit at call in the great business centers, whether in Eu- 
rope, America, or China, so tliat it would hear interest. It is clearlv 
a conservative estimate to assume that a half of the reserve is drawing 

2 per cent interest. It is probable that it would he considerahlv more 
than that. 

The first year wo should have a reserve of 00 million dollars; the 
fifth year, 1Z5 million dollars. It will perliaps he fair to take an 
average of these sums for the average rewri’e during tlio first five 

2 ''“'f of iiniomits 

to ^J7.),000. Keducing this to taels at the same rate we get 8,700 000 
aels, to be deducted from 4,480,000 taels, leaving 3,700.000 taels as the 
net exnenditure. In the second table, reckoning in the same wav. the 

*'88 non r I ^ the fir.st five vears would be 

o88,000 taels, to be deducted from 2,240,000 taels, leaving an average 
animal expenditure of 1.852,000 taels. ^ hm lage 

If to these suiiis, respectively, be added, say. 1 per cent of the aver- 

the privilege o^ drawing an abided amount equal to the 
mZJZ T’ "’h<‘n that might Se needed! 

need to be kept ftr redemDtioii of rnm. ^ it would not 

ever, to make‘s pi'ovisTot agdnst all ElT" •' 
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respoiidinjrly greater, inasmuch as the benefits would take effect 



at any rate,’ whereas the cost of Hunting and otlier incidental expenses 
of in’trotlucing the system would not be reduced at all. Moreover, 
there would l)e lost a very large proportion of the advantages that 
would come from an established credit, an increased investment of 
(•a])ital. etc. Beginning on a silver basis and afterwards transferring 
to gold would lose absolutely at least three-fourths of the prohts on 
all the coinage issued before the system was establishwl and would, 
beyond much of anv question, postpone the coinpletion of t be sys- 
tem to a period at least double that which will be required if the 
system is started on the pld basis. It becomes a ““'^er of t^ 
grayest importance, therefore, that the whole plan be thoroughly 

rhought out before any positive action is taken. in 

If it is ri<ditlv managed, the system not merely cosU J'^thing in 
the Ion" run*; it'is a source of large actual cash profit from ‘be hi> 
year. It is a very profitable financial investment. If the 
power of the State which enables it to make f- 

loaned to a private company, such « ye, ^ for 

tUn ndnpse (iovernment several millions of taels a jear lor int 

-5, !» .1... «... ». ™k-. "W* “ 

to secure mterest for three years at least out 

probably be practicable to p ) . . Government would thus estab- 

;,f the seigniorage, so that any expen^ to its 

lish its monetary ^,„,,rs provided the price of silver 

revenues for the first J j ' probable, of course, that this 

remained substantially the same. possible that it might 

period might 1^ extended a J^io/of the subject, how- 

Ce shortened a little. From , - floating foreign loans an( 

ever, with business men .^^type U fs practically ^rtam 

dealing with financial »‘«ttei-s of tb^^ ,rith the 

that a loan could be made on the ^c>>rit} ot ^ d 

interest to be paid for for the Government 

SX J"— 

meet expenses thereaftei. 
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IX. ADMINISTRATIVE ORGANIZATION. 

1. CONDITIONS OF SUCCESS. 

(c) The Confiuence of the Peofi.e — Chinese and Foreign. 

(1) That tliey maj' readily take the new coins at their fact* value. 

(2) That they may subscribe nionev for a loan or llie establishment 
of a national bank. 

(3) That the banks, especially the native banks, mav accent the 
coins in connection with foreign e.xchange and the gold reserve. 

(b) SUKFICIE.NT ('AI'ITAL, 

(c) Skill in Management ok the System. 

These three are all needed for the success of the system, wlietlier tbe 
SThe Utter' case especially needed 

2. HOW TO SECURE THESE CONDITIONS. 

(a) Means of Securing Confidence. 

everybody knows well what is beinir done and 
iiured ' Thii' ‘i"; '™‘'‘ co.ifidonco is 

accounts, as is the case in most of thc^idvanced 

caWe through tL banks and other business S ’ 

Jck \o!nt TkiAztopu 

that the men have suSit ^ T »ot sufficient 

public, on account o“ 

tions, will trust. ^ I’oputation and of their connec- 

(b) Capital. 


c«Kd theSaS tsS - 

capitalists. A&r that file method? of ^*^6 leading 

subscriptions have already been sufficientlv diS?i loans or 

tion of a gold I’cserve. ^ discussed under the ques- 


se- 
S 



148 


GOLD STANDARD IN INTKRNATIONAL TRADE, 
(c) Skill in Management of the System. 


Men for the different positions of responsibility must be chosen 
who from their training and exi)erience will be known to have the 
requisite skill. It will not lx* sufficient to select merely men of prom- 
ise. The men in the most important positions must have been already 
tested.. 


3. THE OFFICIALS NEEDED. 

(fl) The Monetary Commission or Board of Rex’ENUE. 

Either the monetarj’ commission or the board of revenue will pre- 
sumably have the general supervision of the system as a whole, and 
the officials appointed will be subordinate to them. 

Presumably it would be well for some one person in this commis- 
sion to be designated as an active official to give his full time to the 
work and to represent the commission as a whole. 

(i;) An Expert (Controixeb) in General Charge of the System. 

He should be held responsible for the general management of the 
system as a whole under the commission,, and, generally speaking, of 
course, his recommendations should be followed. He should take no 
important step without the full knowledge of the special manager of 
the monetary commission, already mentioned, and matters of chief 
importance should receive the sanction of the full board. 

He should be ex officio a director of the national bank, and should 
have immediate direction of the gold reserve, acting through the 
bank, where practicable, and also under the oversight of the commis- 
sion. He ought not to have any control over the revenues except in 

*''pi"sumaWyTeX')uld live at Peking, lie shoidd nominate to the 
board for appointment the other chief monetary officials. 

(c) Deputy Controller. 

Inasmuch as Shanghai is the most important business pla™ 

;xyrS"S"""~£ ““ 

troller in Shanghai. 

(d) General Accountant. 

The necessity of accurate to 

been mentioned. can not <lifferent branches of the 

accounts of the different mints and "..stem. The gen- 

work be kept in accordance with an lu .. of account- 

cral accountant should, therefore, deternim 
ing throughout the system; should receive in Uctau iro 
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find other branches of the work, includin^f the national l)nnk so far 
as its work is connectetl witli the monetary system, nnifoi'iii reports, 
and should be held rosponsilde for the rejjiilar publiealion of 
accounts so far as matters are to he made puldie. lie should (a)lleet 
statistics for tlie commission, he tlie agent to send out notices of rates 
of exchange, etc. 


(r) GeNERAI. SlTPERINTEiNDENT OF MlNT.S. 

Besides the suh-snperintcndents in cliarge of each one of the mints 
that is running, them should he a general superintendent in charge 
of them all. It .should he his duty to st‘e to the buying of bullion, to 
the general principles on whicli the mints should he managed so as 
to .secure absolute accuracy in the minting of the coins, as regards 
the touch of the coins, excellence of workmanship, care of the ma- 
terials, etc. Ho should also deliver the coins to the national hank, 
the treasury, or other agencies of the monetary commission, in accord- 
ance with the directions received from the monetary commission 
tlirough the controller. 

He should nominate the sub-superintendents of tiie mints to the 
controller for appointment by the monetary commission Pre- 

sumablv the pro.sent local managers and working for.v would he 
letaincd as far as practicable. 

4. THE NATIONAL BANK. 

I national bank, while doing presumably a large private binkin^ 

X' T'"'' "f" 

ais^ ijc. an agent of the (jovernment in connection with the monet-irv 
.ystem and witli other Governmental work. As its pi-olils would' lie 

nn.iVi ^ should divide profits with the Government 

and tl,e Government .siiould have a voice in the manalmmX 

(«) Powers. 

(af P™rch7i\lnd‘rie"of“?rr''T "n ''i"s of exchange, 

accounts, including safety deposits. conducting deposit 

character of the coin re^rve amount and 

regarding their redemption and mh! ^ ^ regulations 

regulatingbank-notei^ue-therlaht of provisions of a law 

a inonoplv of the bankr^s^n as"ptcGcablo 

in| thfn;7^co\ntld n‘^re:tr' 

dilation under regulations made by the comml”^ *»oneys now in cir- 

O' A.. .r a*; oS.Ssar .lr.'a.;" 
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tion of the gold-reserve fund in connection with the controller under 
regulations made by the monetary commission. The gold reserve to 
he held as government property on deposit with the bank and to hQ 
administered by the bank, not as its own funds, but under general 
regulations, as indicated. Exchange to be sold against this gold 
reserve only under the general regulations and with the cooperation 
of the controller, the bank selling its own exchange, of course, freely, 
without reference to the monetary commission. (8) Act as agent of 
the treasury in receiving and disbursing government moneys under 
regulation of the treasury, jiresumably receiving in its different 
branches Government moneys for deposit; acting as agent for the 
Government in paying Government salaries, etc. This work to in- 
clude the administration of the debt obligations so far as it may be 
made practicable. This work done under the board of revenue, not 
the monetary coimnission, except regarding its own funds. 

' (ft) Organizatio.n. 


The bank should be organized as a stock company for twenty- 
five or thirty veai-s, with the liability of stockholders limited to the 
amount of their capital stock. The stockholders presumablv private 
individuals. The capital presumablv some forty or fifty million dol- 
lars of the new coins, one-quarter to lie paid in before the bank begins 
business. 

(c) OrncEBS. 


(1) Five to seven directors, elected by the shareholders. The 
president and the vice-president to be chosen from amon^ them. (‘2) 
One manager, Chinese, and one manager, foreign, to be elected by the 
directors with the approval of the Government, and to be g»veii full 
power under the law laid down by the Government. (3) One au- 
ditor, to be appointed by the Government; one or two ‘auditors to 
elected by the shareholders. (4) Coinpradores, managers of branch 
hiinks, minor officers and assistants, to appo.n ed by the board of 
dhectors. (5) The controller of the currency, who is a Government 

Iffie^teSorf/rhe” dms^n^ pvrio^d'of hve years, and to be so 

Government. 

(rf) Bbanches and Agencies. 

The hank to establish branches «|"f;-X‘as lit ^ 

to establish agencies throughout t''® ““ - , “‘gr the bank finds 

sihle to e.xtcnd the new monetary system, oi wliereier 

it profitable for its own husine.s.s. branches and agencies 

The hank also in due time to est. blish “““'’ftbne to make 

abroad. . It may possibly be the i-eserve funds, 

leading foreign hanks Us agents in connection witli tne 
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(c) The .Management. 

The management to be, in the main, in aecorclance with the customs 
of the leading foreign national banks. Keporls llie exact condi- 
tion of the bank to be published <juarterly; reports to be made on 
demand at any time to tlie monetary commission. So far as tlie (jov- 
ernment bu.siness in connection witli the moiu'tary system is concerned, 
the books to be kept in accordance willi the rules laid down Ijy the 
monetary commission on advice of the general aecomitant, and 
reports to be furnished him wlien asked for. Every ell'orl to be made 
to secure public confidence by engaging well-known <'ompelent inaii- 
agei-s and by as great a degree of publicity of management as is 
pmcticable. 

(/) Tbofits. 

From the profits, dividends to the amount of 0 per cent to be 
divided among the stocklioldei*s. If there is a surplus beyond. 10 
per cent of this surplus to be placed in a reserve fuml until that fund 
amounts to 10 million dollars. Surplus U^vond this to be divided into 
two parts between the stockholders and tlie state until tlie share of tlie 
stockholders amounts to 8 per cent of the capital. 'Die remaimler 

lieyond that to lie divided into (hi-ee parts, one to the stockholders and 
two to the state. 


X. REVISION OF TREATIES. 

1. REGARDING THE IMPORTATION OF FOREIGN COINS \\D OP 

BULLION. 

In order to carry out successfully its monetary reform, it seems 
probable that Chum will need to arrange witli the various tr^ 

M-'' regarding the importation of fm- 

egu coins and of bullion, so that she may either lew a cluty ui>on 

tiie.r importation or forbid their importation alt<.getlier e^e, t 
under Government instruction. ^ t.xupung 

i < i ) Reasons for Checking Import atiox, 

n l" yl'T' importation are as follows : 

( ) lo secuie and keep one vnifot'ni of voinnae So lon<y 

as foreign coins are admitted free of duty it is likelv \r ^ 

any pairs ot china, particularly in the coast ciliot: Tf Gw, 
the Mexican dollar, and^especiallv th-irnf T - ^ T 

.il'pzyjs is'isr. 

mental. On the other handX X ^ T 

material in the interior 
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pay io the more i^orant classes among tlie people, and for many 
otheiv:. the clieai)er coin would lx‘ considered more advantageous, and 
on that account the foreign coins would hold their own against these 
new coins for a long time unless special discrimination were made 
against them. 

Of cx)urse the Government might discriminate against them by 
refusing to receive them for obligations due the Government and 
might deprive them of their legal-tender qualities, but even this dis- 
crimination would not prove suflicient to expel them from Uie coun- 
try. and resort would probably be had ultimately, if that were pos- 
sible. to discriminating taxation on contracts, as explained below. 

Without stopping importation, therefore, it would seem practically 
impossible to carry out the provision* of the treaties which require 
the establishment of a uniform coinage. 

(2) keep up the mhie of the nih'cr eoinfi "by making them^ rela- 
tii'cty .'ipeaking. Hcarce an compared with the demand for them . — 
One important influence toward maintaining the value of the silver 
coins, particularly if they are jilaced on the gold basis, is to see that 
the quantity of money in circulation is limited to the needs of busi- 
ness. If the Government is able to exclude foreign coins and bul- 
lion. it will be able, in case of a threatened depreciation of its new 
coins, to withdraw some of them from circulation by receiving them 
in exchange for drafts on its gold reserve, and then by retaining 
them in the treasury to create a relative scarcity of the money in cir- 
culation. If there is no checking of importation, any such with- 
drawal of coins from circulation would have little or no effect, since 
tlieir place would be filled by coins from Hongkong, by bullion, etc. 
To insun; the maintenance of the gold jiarity without too great a 
strain on the gold reserve, a checking of iinjiortation is necessary. 


(t) Whe.n Reoclate Importation. 

Tlie rc<nilation of importation of these coins and of bullion should 
be placed in the hands of the Chinese Government. It is possib e, 
however, that foreign nations now haying the right to demand he 
free importation of these articles would not l>e wil ing to « 

regulation of their importation entirely in the hands of the Chiiie-sc 
Government. Thev would fear that such use might be made of the 
power that it would hamper business. In order to prevent such a 

new c«)ins in circulation the tl known, how- 

impose such restrictions as t“ (^irculntion in China and the 
ever, regard injf the money actual!} . orobable tliut 

aniolnit actually needed for don, g hn.nc^^^^l.^^ 

great difficulty wou d arise in -"'"rein ble to leave the 

needed. Many business men would tiunk it retu 

matter to be settled by some joint and of for- 

tives of the Chine.se Government. Chme.^e business , 

eign govenuueiits and business men. 
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(2) Mhen special hoard agrees . — It has b^en siigfp:cs( 0 (l, for exam- 
ple, that the power of restricting iin))or(iilion sliall he exercis<sl by 
the Chinese (ioveriiment whenever tlie president of the hoard of reve- 
nue, the controller, and the managers of the national hank repre- 
senting tlie Chinese Government, and authorized re])r(‘senlalives of 
(he Slianghai and Tientsin, English, American, and Chinese chain- 
hers of commerce shall agree by a majority vote that the proper time 
has come. It is possible that it would 1 k« wise to add to (his comniit- 
tee the ministers of tlie foreign powers resident in Peking or a e<*r- 
tam number ()f consuls, but it is probable that this would simply 
increase the difHcuIties and be of no advantagi* whatc'viT. A com- 
mittee representing the business men would jirobably be more satis- 
factory to other nations as well as to Cliina. 

2. METHOD OF NEGOTIATION. 

In the case of the revision of the treaties one should consider 
where and how such treaties shouhl Ik* negotiated. 

(0) In China. 

, If they were negotiated at Peking with the ministers of tlie for- 
eign powers, owing to the desire of each niinislei- to make as strong 

end tn'ii for his governinent; 

hai l l*] ‘ogi-«t.'fv his nationals and to si'eme more 

than do othei members of the diplomatic corps, jealousies arc likelv 
to arise which make it diflicult to seeiire satisfaetorv results 

j::^2rhi^hin:::r !iix^ 

thus irrilglfo Jefay':^" dfc^^ ‘““1 

(t<) In Foreign Oountries. 

For the reasons given above it is usuallv better for tho ri.Jn^e. 
Government to negotiate ffcnernl i wper lor the Cluneso 

of several nations in foreTmi ^ ’ refjuiriii^ tlie agreement 

St. ”E T.' SSSiS, 'i” 

nS” Fn'‘Ik?nr«.e^‘t're.ud®rnn^ 

^ine representative Chinese who is fuliv i. o"?'" 

Government, together w hsoZ „v^ • i '■«''<’<li‘nce of the 

tary situation ifadnraitoe^ "“>" 0 - 

to the foreign offices the exact needs of Chinn 'in ‘''‘’‘"'“ess 

countries from acceding to her reoui^t Pv i' 
the best results would & reached lost qufclly * “ Probably 

XI. COMPARISON OF THE TWO pt amc « 

monetary^y^te^ starting the new 

Before undertaking any matter nf ^ ^ ' 
reform of a country’s monetary system it as the 

careful estimates of the cost aiul’of H?’ ^ is advisable to make very 

mistakes are likely to Te nmde thSi ?vd^ 

financiaUy and which may easily cause failure e-xpensive 
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In tlie folio-wing comparison of the costs and results of the two 
plans, (1) that wliich starts with the silver coins given a fixed value 
in gold and (2) that which starts with the silver coins at their bul- 
lion value and later, after the accumulation of a gold reserve, raises 
them to a fixed value in terms of gold, it is assumed, for convenience 
of comparison and because the calculating tables make it more con- 
venient, that the interest both paid and received is at 5 per cent, 
and that £1 sterling equals 10 of the new dollars. (At present £1 
sterling equals about $10.11 Mexican.) 

In actual practice the Government might probably have to pay 
Irom 5i to 0 per cent on a loan, but if so it might possibly be able 
to invest also at somewhat above 5 per cent. UTiether the figures 
in themselves are exactly accurate or not, the comparison of the two 
plans will be fair. 

Table V.® 


Bi’flhiniug with a goUl rcHfrrf: 

Borrow at 5 per cent interest 

Annual interest charge 

Uesult at tiie end of five years: 

Amount of coins in circuiation 

Gold reserve tin hand sufficient for the needs 


$40. 000.000 
2 . 000. 000 

200 , 000, 000 
07, 000, 000 


To pay debt in five years re<iuires in sinking fund annually — 

Annual Interest charge AOOO. (x i 


Total annual i)aynient 


9. 240. 000 


Result at the end of ten years: 
Amount of coin in circulation 
Gold reserve 


400. 000. 000 
107. OOf). 000 


To pay delit in ten .years reiinlrcs In sinking fund annually.— 3. 1»>. 
Annual interest charge * 


Total annual payment,. 


5. 180. 000 


(L«)an for thirty years: payment to Iwgin after ten years.) 


Result at the end of twenty _ _ SOO.OOO. 000 

Amount of coins In circulation 187.000. (K)0 

Gold reserve — 

2.0(X).000 

Annual expenses, first ten years— - - .3.20.'<.000 

Annual expenses, second ten years ,3.208.000 

Annual expenses, third ten years - 

84. m. 0(X» 

Total exiK'iise for tliirty ycars__ .r.o 080. 0(H) 

Total expense for first twenty years 


liegitwhxi iriH, sili rr lo avnnnuUHr goUl: 

■ Result at the end of five years— 200. 000. 000 

' Amount of coins In circulation _ 07.(X)0.000 

“s'llef usl^l for 'no other |,„r,K,s... the _n„„u»l 

payment is 


12,127.000 


fi In lhe.se tables there Imv 
interest ami bond tal>h*s of the 
ir ntlHT tables were ustsl with more or 

slightly dllTerent 


.7h<H.., ustHl ns the hnsls York" 

„e Mutunl .Is lie tisultn tvouhl 
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Beffinnhip irith sHrcr lo acriiiinilair pold — CoiithuuHl. 

Result nt tlie end of ten years — 

Amount of mins in circnlalloii $|uu, (hm». mHt 

Gold reserve, as before 107, (Hmi. jxm) 

To raise .ftlOT.CKMUXKl In ten years rei)nlres an aiiiinal pay- 
ment of ■_ s. r»(X) 


To raise even .$(57.fMM).000 In ten years rcHpiln's an annual 
payment of 

Result at the end of twenty years — 

Amount of eoins in eirenlatlon WMI, (Wh). «kh» 

Gold reserve, as before . tH7, (MXi. imki 

Annual expense r»i (W7! ((to 

Total expense for twenty years 1 Hi] ‘.MS. (MM) 


To close the whole transaction In five years on the first phin then* 

would be a yearly .saving of 

To close the whole transaction in ten years on the first plan" tln-re 

would be a yearly savliifj of 

To close tlie whole transaction in thirty vejirs as rt*cominended 
making payments on the principal of the debt the last twenty 
.rears, there would be a total saving, over nierelv raising a golil 
reserve, in twenty years of ‘ 


2. KM7. (KIO 

h. ;i2(5. r.(K) 

2S. 7SS. Oftf) 


Advaniof/es of The gold parity from the heirin- 

nmg. preventing the fluctuations from e.xchange and all losses to (he 
ChinesQ Government in taxes etc., from any fall in the price of silver. 
(2) Ihe co.st. on a ten-year basi.s, including the payment of the debt, 

less each year by $:i,32(),000. 

It would probably be more convenient for China to borrow the 

money, to pay in thirty years, with the privilege of ijaving at any 

time after ten yeai-s, then for the first-ten years to pay only the intiT- 

; that is, $l 000 000 annually. Afterwards the aeeumu^itions will 

probably enable the debt to be paid very promptly, or at any rate 

to be refunded at a lower rate ol interest. If. however, it should he 

decided to carry the debt for the full thirty years, at the end of ten 

‘fnnlf could begin accumufating money in a sinking 

S «l‘o08 0 nnT'*l ^ require an additional payment for twenty yeaiS 

f tlierefore be that 'for ten 

yean? the Government would pay each vear iiiOflooono* +’»,». +]. 

rtrarafesis&Ji ;E 

J«Id''beyi'’|l,oZtmnTon^^ 

precia&e than it must be^nywardurine ‘’I’" 

Starting on the silver basis. ^ ^ ounng these same dve years in 
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XII. TO BEGIN THE MONETARY SYSTEM ON A GOLD BASIS 

WITHOUT A LOAN. 

1. AT SAME KATE AS WITH LOAN, 

It has heon suggested that if the new system were to l)egin on the 
silver Ijasis, it iniglit not be necessary to wait ten years before putting 
the silver coins on a gold basis. It might, perliaps, be done, it is 
thought, in three yeais or five years. It is not worth while to esti- 
mate carefully the relative costs of this procedure. If the system 
begins by issuing the coins at a fixed gold value, the gold reserve may 
begin very small and increase gradually in proportion to the number 
of new coins in circulation. If gold enough can be raised by the 
Government to change from the silver basis to the gold basis in five 
years, the system can be started on a gold basis without making any 
loan by raising the same amount of money in the same way; and at 
the end of five yeai's, on account of the greater profits of the gold 
system, there will bo on hand $.TL000.000 more in a gold reserve than 
if the start is made on the silver basis. The figures to show this 
follow: 

There must be raised each year $12,127,000 to accumulate in five 
years by a sinking fund $<>7,000,000. the smallest amount planned to 
change the new system to a gold basis at that time with 200,000,000 
new silver coins in circidation. If there can be raised only $12,000,- 
000 each year, it would be easy to start on the gold basis at once 
without making any loan. 

Table VI. 

- $40,000,000 

Of this in sumli silver and cojiper coins-- lu, 000, OOP 

Silver which cun be used to draw on gold re.serve 

Raise l)V taxation and place in ^'old reserve - •'JJ 

I'rotits from <-oinat;e. at UO i>er <-ent- 8.uou.uuu 

Total reserve at end of lir.st year 20, 000, (XX) 

This is (ifla per cent of the amount available to draw on and will probably 
be ample. 

Second year : $40. OOO. 000 

Coin — - 80.000.000 

Total in circ-ulation VT.'.r. 70,000.<i00 

Available for draft on gold fund, not o\ci ‘jtl.OOO.OOO 

Reserve already on band i2,0(X».000 

Raised by taxation during second year 8.000.000 

Profits of c-oinage. at 20 iht cent ' 

. 40, 000. 000 

Total reserve onU of se<‘Oiui year 

Tln.s i-s r,71 I«‘r •■‘•nt and am|>Ie for the second year. 

Tliird year: , , 120,000,000 

Total circulation would be - OO.OUi.otX) 

Itoser ve - 

Fourth year: 100, 000. 0(W 

Total circulation - -- 80.000.000 

Reserve -------- 

FifthTenr: . 200.000.000 

Total circulation - 100,000.000 

Reserve 
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The reserve is, then, at the end of the fifth year $33,000,000 more 
than under the other plan at the end of an equal period, and is 
large enough so that by adding merely the annual profits of tlie coin- 
age to the reserve, stopping after five years all furlh(*r taxation for 
this purpose, it will be sufficient to ])rotect the coinage for twenty 
years from the beginning, if the mints work at the same rate. 

Besides this benefit there has been no disturbance of business as 
under the other system, which involves a change from silver j)rices to 
gold prices, and the same rate of taxation need be maintained a much 
shorter time. 

It is probat)le that during tlie later years a less reserve might be 
needed than is indicated: but that fact would be still more to the 
advantage of tlie system which starts on the gold basis. Confidence 
IS gained some yeai's sooner and more gold is readily available to be 
put to other uses. 

The advantage in this case, as in all the others, comes, of conr.se. 

from the added coinage profit when silver coins are issued at a gold 
value. 

% AT SLOWER RATE THAN WITH LOAN. 

It being considered by some inadvisable for China to make any 

loan m connection with the new monetary system, the following new 

estimates are given to show the probable ‘cost of e.stablishing the 

monetary system ^ylthout a loan, in a cheaper, though not quite so 
rapid a way as with a loan. 

It has been suggested by the monetary commission tliat China could 

new monetary system. In 
the following estimates it is suggested that 7,000,000 taels each year 

^ Uifnroh'.w" tlTf ‘r 3.500,000 tiiels annually. 

It IS a&sumed for the purpose of maintaining whole numbers in fho 

P«i'l>o«e of keeping the estimates in dollars 
so as to admi^ of more ready comparison wTth previous naDers that 

Il0,o3o 000 ‘-l' then"4Td'"’4ud 

as'd^eSn: T"" ^1- could bo 

crease the rate of coTnage thuslnsnrini’l'n ” “> in- 

system. The main di&lty“ of cS win ‘i*® 

years, but it is not thought^ that the^’difficunie^ ‘ 

insuperable. aiinculties are by any means 

This plan would secure for China the „ i 
new coins from the beginning, it woSd m to thl ’if' T 1 
seigniorage, and it would avoid anyTan 

required lor the management wS be Lnhs , nnd ak'H 

previous plans. ® substantially the same as in 
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Table VII. 


First year : 

WorkihK capital 

Ueserve 

Coin 

Profit to adtl to reserve 

Total circulation 

Total reserve 

Second year: 

\N'orking capital. — 

Coin 

Profit to add to re.serve 

In circulation 

Former reserve 

Add reserve from taxation 
Total reserve 


$5, 000. 000 

5. 000. 000 
20 , 000, 000 

4. 000. 000 

20. 000. 0(X) 

9. 000. 000 

10 . 000,000 
40, 000, WW 

8. 000, 000 
GO, 000,000 

9. 000, 000 

n. 000. 000 

22. 000. 000 


Third year : 

Working capital 

Coin — 

Profit to add to reserve 

In circulation 

Former reserve. 

Add reserve from taxation 

Total reserve 

Fourth year : 

Working capital 

Coin - 

Profit to add to reserve.. - 

In circulation 

Add reserve from taxation 

Former reserve 

Total reserve. - - - 

Fifth year: 

Working capital - - 

Coin 

Profit to add to reserve - - 

In circulation 

Former reserve 

Add reserve from taxation 


10 , 000, 000 

40. 000. 000 
8, 000,000 

100, 0(K). 000 
22, (KK). 000 
~), <K»0, 000 

85. 000. 000 

10. 000. 000 
40. 000, 000 

8. 000. 000 
140. 000. (KK) 
5. (KK). 000 
35. 000, 000 
48, 000, 000 

10. 000. 000 
40. (KK). 000 
8 , 000 . 000 
180, 000. IKK) 
48. 000. 000 
6. 000,000 
01.000.000 


Total reserve- 

Sixth year: 10,000,000 

Working capital _ __ 40,000.000 

Coin - - 8.000.000 

Profit to add to reserve — _ 220. 000. 000 

In circulation — ""II 01,000,000 

Former reserve 5, 000, 000 

Add reserve from taxation. - - '"IIIIIIII 74.000.000 

Wiile the reserve seems small coins which 

Confidence, and thus lessen the demand on the reser^c. 


Xin. COINAGE SPECIFICATIONS. 


The following ‘'Rf .f j nSary sys- 

^rliaps reasonaolc if it is decidec ^ ^ rlolhir sevoiity^two one- 
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If)*) 


were decided to give tlic coins a fixed value in terms of gold, hul in 
that case the matter should be disiuissed again fully before the coinag<* 
is begun. These weights arc in decigrams, so as to make, gcuierally 
si)eaking, whole ruiml^rs. 

Inasmuch as the coins are ultimately to be given a value independ- 
ent of their weight, it is inadvisable to refer to their tael weiglit, 
either on the coin or in the law. Moreover, the tael weight is not ex- 
actly known and uniform, so that it will lx; necessary for the (iov(‘rn- 
nient to fix weights in grains or decigrams before 'the confi(iene»* of 
business men, native or foreign, can be secured and held. The metric 
system is followed here as the system most generally apj)roved. 

According to the treaty with* Japan regarding tlic settlement of tlie 
war indemnity in gold, it was decided for that special purpose that 
the K‘up‘ing tael was 575.82 grains. This gives the weight of sev- 
enty-two one-hundredths of a K'upMng tael ns 2(>8.(55 decigrams. 1'h<* 
silver standard, therefore, in the nearest divisible round numliers 

would be 268 decigrams. We had therefore suggested the following 
table : ^ 


Tabi.e VIII. 


One dollnr 

Fifty cents 

Twenty cents 

Ton cents 


(ifilSH 
Wfjgrht 
iu deen 
grams. 

Kind of 
alloy. 

368.0 

Connor. 

ISi.O 

.-..ao . . . 

&T6 

. - . . do . . . 

36.8 

1 — do . . . 


Amount 
of niloy. 


0.1 
•> 
• AT 

.2 

•> 


^ thought not unwise to make the new dollar a trifle 
thA if * one (and there would bo no objection to 

[f ® 1 yiihiiy), there would be an easier division 

if the dollar were to weigh 270 decigrams. In that case the dXr 

2s 3d"Ssh of fome 55 cents American 

Table IX. 


Fire cents 

One cent 


Half cent.:::: 

Two mills (cash) 

One mill...... 


Oross 
weight 
In dect* 
grams. 

Percentage composition. 

Copper. 

Kickol. 

Tin. 

Zinc. 

60.0 

70.0 

85.0 
^.0 
13.6 

75 

% 

95 

SO 

60 

25 

i 

1 

4 

4 

60 

60 






fineness ^ould^be made^To' conform W degrees of 

leading countries. ™ substantially to those of the 
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XIV. FOREIGN EXPERTS FOR THE CHINESE MONETARY SYSTEM. 

1. DIFFICrLTIES OF TASK; REASONS FOR FOREIGNERS. 

Tlic succes-sful organization anrl direction of a monetary .system is 
one of the most complicated and difficult problems which any state 
has to undertake. T'he experience of nearly every state of fenrope 
and of America sliows that mistakes in such systems bring enormous 
los.ses in commerce and industry to the countries concerned, and that 
fre([uently sucli mistakes lead to commercial crises from the effects 
of which a country does not recover for several years. Moreover, 
they often leave a system permanently faulty. 

Tlie starting of a new monetary system in a country like China, 
with its enormous population, its great extent of territory, its incom- 
plete methods of communication, and its mingling of foreign and 
Chinese business methods, is a task of especial difficulty, and this 
makes it of particular importance that no mistakes be made at the 
fieginning. China should have the advice of some of the best experts 
in the world. 

A few of these expert.s must at Hi's! prol^ably be foreigners for the 
following reasons; 


( a ) Few CniNEi^E Experts. 


It seems to be the general opinion, Chine.se and foreign, that, 
owing to her previous methods of doing business without a well- 
organized monetary system, there are at pre.sent no (’hinese who 
have the retpiisite training and experience to undertake the task 
without foreign assistance. 


(6) Need of Conhoencf.. 


Even if there were such Chine.so at pre.sent, it is generally said that 
neither Chinese business men nor foreigners have the conhdciice in 
Chinese experts that is absolutely es.sential to the success of the new 
system, while they do have confidence in trained foreipei-s of repm 

tation. As the system can not succeed unless flRv nnd 

confidence, it is apparent that some foreigners ()f ""f 

r(*putation should be engaged at first. The . „|.t„^nlv be 

the Chinese Government to engage such exper s 

interi)reted to its discredit hv !j)me ‘^^ ****■. j Uy foreign 

S3 “Si' 

than the btmefit of the Chinese people. 

•J. RELATIVE NEED FOR EXPERTS UNDER THE TWO SYSTEMS. 

Under wliicli method of beginning the naw monetary sjstem are 
experts most needed ? 
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<fl) Under Silver System. 

The system which starts with the introduction of the silver coins 
issued at their bullion value, with the intention of raising those coins 
within a few years to a fixed value in terms of gold, is, in the long 
run, the more diflieult, and certainly miuires as able experts as llu; 
other. Moreover, tho.se experts are as much needed at the beginning 
of the system. 

(1) Care must be taken that nothing is done, cither in determin- 
ing the form of the coins, their relative weiglits and relations to one 
another and to the coins already in existence or in their methods of 
introduction which will hamiier the change to a gold system when 
the proper time shall have arrived. 

(2) The problem arising from melting and exportation of many of 
the new coins, together with the old. will make it far more ditlieuil to 
secure and keep accurate information regarding the conditions of 
the currency, so as to know when and how to undertake the change. 
There will be no melting of the coins under the gold system. 

(3) A gold reserve must he gradually aecnmiihited. ’ The prijvld- 

ing and managing of sources of revenue for this gold reserve and the 

due investment of it until a sutKeient amount of it has been aceunni- 

lated. requires much skill and discretion, else there will he a irreat 
waste. ® 

(4) \Mien busino.«s has once become adjusted to the new system 
of coins, and the present coins and sycee are largelv on! of the wav, 
business men will shrink from the ilisturbanee o'f Imsiness which 
ano her change is s, ire to create, aii.l it will rcr|uire great confidence 
in he controller of the currency on (he part of the people and great 
ski 1 on his part to select the right time to hegin the ehangc and to 

^rttieif ‘‘"i'* >• tliniiigh wilhont arousing severe 

ciiticibin and causing the greatest confusion in business. 

Under Gold System. 

be^l’i^^7ollowf?[|:'"' will 

be the same care to he taken regarding the forms 
of the wins, the purity of the minting, etc. ^ 

m.^L oi +? pi'ohlems of introducing the coins among the people, inas- 
much as their vdue will not depend upon their weight, seems some 

clithcult. In leality it is about the same. In both cases the frovni-n 
•md for"n regulate from time to time, for tax purposes 

now tif W h;;Z"‘ exehanirofX 

1 
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fact, it will probably I>e much easier to raise the loan than to secure, 
under the fii'st plaiu tlie requisite revenue for the accumulation of a 
gold reserve by a sinking fund. 

(4) Treaties with foreign powers regarding prohibition of impor- 
tation of foreign coins, bullion, etc., must be negotiated in either 
case, but they would probably take effect first under the plan of 
starting on the gold basis. It is probable that they would be more 
readily secured from foreign governments under that plan. 


8. EXPERTS NEEDED ESPECIALLY AT BEGINNING OF SYSTEM. 
The experts are needed especially at the beginning of the system. 


(a) Making Plans is Difficui.t. 

The making out of the detailed plans regarding coinage, the intro- 
duction of the system, organization of the bank, rules for minting, 
etc., and the organization of the whole of the working force is by far 
the most difficult part of the problem. After the system has bcen 
thoroughly organized and has been running uell for a few years 
much less expert knoivledge will be required. 


(b) Making Plans Most Important Part op Work. 

The first work, ns may be judged, is not only the most difficult 
part, but it is by far the most important part of the work, inasmuch 
as it involves the making of far-reaching plans which are to affect 
the welfare of every person in the Empire for many decades to come. 

When a battle ship is to be built or a gi*eat manufacturing estab- 
lishment to be organized the experts are called in at the very begin- 
ning to make the detailed plans. 

(c) Mistakes at Beginning Often Irreparadle. 

% 

Mistakes in making the plans at the beginning arc usually irrep- 
arable, and even if hot absolutely irreparable it will prove exceed- 
ingly expensive to change to a liettcr plan. Few countries in the 
world to-day have monetary systems that they consider perfect on 
account of mistakes that have been made in the beginning which it 

lias been impos.sible thereafter to rectify. i • i k„:if 

Consider again the difficulty of remodeling a battle ship half built 

on wrong iilaiis made by a poorly trained naval architect, or o 

great factory building poorly planned for the machinery which is to 

be used and for the work to be accomplished. 

4. SELECTION OP EXPERTS. 

The Chinese Government will do well to be caut 
foreigners, but it should be remembered that the 
ment selects the foreign experts not as its masters 

workmen. 


3 in employing 
iine.se Govern- 


• . 


. f 1 
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(a) Fob Ability and Fitness Only. 

Experts should Iw selected only for their ahility and for their fit- 
ness of their positions. The Chinese (loverninent shond not pve 
any pepon a position to please a foreign government, or because he 
has paid for that position, or merely because he is a friend of 
China’s. While he must be friendly to China and devoted to her 
interests in lus business, he must first of all be- an e.\p(‘rt who knows 
his business thorollghl3^ He should also, of course, understand as 
as possible Chinese conditions, but it is far easiiu’ in China for 
a thorough expert to become posted regarding Chinese condition.^ 

than for a pei-son knowing Chinese well, but not an expert, to become 
an expert 

(6) CONTBACTS Definite. 

« 

defiSe^^*^^ ^liould be made with the experts which are perfectly 

ot. Tt is probable that it would be well to 

engage these experts for a fixed period of not over live years, with 
chance of renewal of contract, with the right to discbai 4 them at 

^ inefficient or in case they c.?coed their 


conti.1 maUe^mllsid^^f h^Zid wXr^^ 

(c) Associate Chinese with Expebts. 

Cluneso conditions, and to aid in Jirocting^l'fe^'n^^f;;'^'"^ 

id ) Establish TBAiamo School UNDsa Expebts. 

4urb{t!n“‘’i.r!hl’s'iS 

tions in the department as the work develops ^ Chinese to take posi- 

J 'sKitirSrr ‘ 

first place, through neglect to sccure”in system in the 

h«?’ seriously discredit the Chinesf 

fiave the normal result later on of fwH^ government, and would 

TZ? too, for a Chinese seryi<^ 

selection of a few of the very highel" from 
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XV. SUMMARY OF POINTS IN CONNECTION WITH THE CHINESE 

MONETARY SYSTEM. 

1. COMPARISON OF TWO SYSTEMS. 

It hils been proposed hy the Government to start the monetary sys- 
tem oil the silver and afterwards to change to the gold basis. It has 
been proposed by the American commissioner to start the system 
with siher coins whitli have been given a fixed value in gold from 
the beginning. 

The difficulties of the introduction of the system are substantially 
the same in degi'ce in either case, although the difficulties arc in some 
respects slightly different in kind. In either case the same amount 
and character of foreign expert help would be needed. 

(u) The same care must be taken regarding minting of the coins. 

(6) The same skill is required in the establishment and manage- 
ment of the national bank, although its work would be slightly dif- 
ferent in kind in the two cases. 

(c) The same skill and care is requisite in keeping the accounts 
and collecting statistics, which are absolutely essential for intelligent 
management under the two systems. Inasmuch, however, as under 
the silver .system coins arc much more likely to be melted down than 
.inder the system of gold parity, it would be absolutely impossible to 
have the same accuracy and knowledge under the silver system that 
could be secured under the gold. 

{(I) 7'he difficulties of securing the coins among the people arc 
practically the same in the two cases, although it is usually thought 
that (he difficulties are much less under the silver system. That 
would be the case if China had a fully developed coinage system now, 
so that the only problem was that of exchanging one new coin for 
another old coin, as in the Straits Settlements. If those two coins 
could be exchanged at par it would be easier than to e.xchaiige the 
old silver coins for one given a gold value 15 or 20 per wnt higher, 
so that, say, only SO cents of the new coin would exchange for a do Mar 
of the old. The present problem in China, however, is not at all o? 
that nature. This is a point which has been often overlookecl, and 
this mistake has led to mistaken advice which, if followed, will cost 
the Chinese Oovernmont and the Chinese people many millions or 
dollars and serious disturbances in business. k„llmn 

Tlie great bulk of the busines.s in China is 
and copper casli. In consequence the Government is 
if it introduces the new silver coins on the silver j - c”rcula- 

an official rate of exchange in terms of Jven y-t ™ 

tion. For instance, if the new cen o « gh « 


Ihe uovernment in poking - 

tlierefore, that it would receive in been given a 

$1.30 or $1.31 of tlie new com In ca« the W 

gold value, the notice would be that for . Established. 

ll.lO or $1.12 of the new ^onis, depending i po the r^ 

In the interior where the people are enUiely 

of any kind, they would take the new coins o ,?o„id if the coins 
$1.10‘or $1.12 for the tael about as readily as they wouiu 
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were on the fsilver basis at, say, $1.30 or $1.32. In the tronly ports, 
where the people are accustomed to the Pciyanfr or ITnpcli dollars, it. 
may be that a new dollar wliicli shonM pass exactly at par with them 
would have temporarily a sli<rht advantajje. Takin*; China as a 
whole, however, the dithciilties of introduction are substantially the 
same on the ^old as on the silver l>asis, provided it is clearly ex- 
plained that the Government always receives th<* new coins at their 
published gold value and that the peoj)le have the chance to see that 
this is done when they j)ay their taxes. 

(e) The difiiculties after the tirsl introduction, at any rate, are 
much greater, immeasurably greater, if the start is made oii the silver 
S 3 'stem. With the start made on the gold system, winui tin* coins are 
once introduced the difficulties are over. With the staj-t on the silver 
system, when the coins are introduced they air given a silver \aiue. 
■\Vlien, some years later, it is proposed to change to the gold basis, the 
people are told that the dollar, which thev had supposed was tlie 
standard, is no longer the standard ; that it 'is not as g«)od as it ought 
to be, and that the Government, therefore, jiroposes to give it a hi‘dier 
value. UHiereas before it was received at i2 tael cents, the (io\ri-n- 
ment now will receive it at 74 cents, then at 70 cents, then at 7H cents 
and so on, until it has reached th<* value decided upon, sav. IH (ae! 
cents. This process of gradually raising the value, by the Govern- 
ment changing Its rates for receiving it and selling gold in exchange 
for It at these rates, must cover a jieriod of several yeai’s, olhei-wise 
It wil lead to the greatest speculation and to the hoarding (.f ihe 

the Pi-oht when tlie sudden change is made of adding 
lo to -0 per cent to the value of the coins; and this would prohahlv 

cause a commercial crisis. 'omu piooam^ 

(lifiicnltios of estalilishing a gold exchanffe 
system from the beiMimmg are very much le.ss than if the sysU'in 
established on the silver basis, is afterwards to be changed to gold. ’ 

2. expenses co.mpared. 



3. METHOD OF STARTING SYSTEM. 

hand the Government should deeirlo o ’'•“ount of coins oi 

Poking, say, anZ suffiS 

denominations for use in that dtv slionlH*^ coins of Uie variou 
w^ould be notified that Uie Gov^ntnf 

free of charge at certain published mine exchange the.se coin 

syc^ and copper coins— and a suitable iiunXi^llf*^ provincial coins— 
exchanges could be made would lie of agencies where thes. 

dared farther that at a certain de 

— , .u i„.i 
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in the new coins. This would include the octroi and small fees of all 
kinds, and the Government would establish exchange shops near the 
stations where tlu» chief payments are made, so that the people could, 
witliout trouble, exchange their sycee and copper cash for the new 
coins at fixed legal rates. Of course for a time taxes payable in kind 
would remain as before. 

As soon as the number of coins minted had increased, the same plan 
would be followed in Tientsin, then, sav, in Pao Ting Fu, etc., as rap- 
idly as the new coins could l)e supplied and organization could be 
made throughout the province of Chili. The Government would, of 
course, agree from the beginning to receive these coins at their fixed 
gold value anywliere in the Empire for obligations due to it, provided 
the people wanted to present them. It would compel payment of ob- 
ligations in tliese new coins only gi'adually as it had a sufficient sup- 
ply for tlie local market on hand and had provided exchange shops 
in‘reasonal)le numbers for the people. Of course when these arrange- 
ments were made in the larger places, the merchants would soon take 
tlie coins at tlie regular value in the villages and elsewhere, so that in 
a comparatively short time the change would be made from one money 
to tlie other without any special intervention on the part of the Gov- 


ernment. ... , • 1 . £ i\ 

As soon as the Government began insisting upon the receipt ot t ie.se 

coins in obligations due itself, it would also liegin paying out the.se 
new coins in the payment of salaries, for siipplias, etc., paying them 
out at the same rate at which it received them. I-ollowmg the prov- 
ince of Chili wonUl come, of course, the province of Kiangsu. tor tin 

sake of Shanghai. Kwang-timg, Hupeh etc. 
would he hrought upon the people to take these com 
their ohligatious due the Government, and that would be 
to accustom the people to their use, and such 
rungements would he made that there would be no hardship. 


4. LOAN AND SECURITY. 


A small loan, sav of about 40.000,000 of the new dollars, or a lit- 
.1 £4 000 000 would doubtless l>c the most con^enien 

years. From careful disciis-sion of this P could 

accustomed to making loans t possibly on the security 

,„ake a loan at a reasonable rate « l,„„d in the 

merely of the gold reserve and aunranty of the 

management of the *^y*^**^"*^” ’ ^ ’ A ^-ould doubtless be better, 
loan l)y the Chinese rnvprnmeiit to supply another basis 

however, in many Jpcelpts of an opium farm in Shanghai, 

for the loan, such ' nd to keep the gold rcfwrve to 

Canton, and one or two an emer^^^ should ari.se. 

he used as a special ^^iirit} • • reasonable terms 

However, the ability of China . gjiJtahle subject for 

is clear. ’The advisability of makmg a ^ ^ start the 

discui^sion, and. as i 

system without a loan if >t is though 
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5. ENGAGEMENT OF EXPERTS. 


incnt 

men, 

experts be secured, cspeciiilly lor a u‘w years av me ne^jiniiui^ oi me 
system. Tlicso experts would, of course, lx* under the (’hinese (lov- 
ernment. Their fields of Inbor would be rigidly defined in their 
appointments, so that the Chinese* (lovernment would lake no risk 
of their usurping power unduly: l)ut within (he field of work as- 
signed them they would need to have much discretion left them, 
inasmuch as the work is very dillicult and almost from <lay to day 
must bo adapted to the changing needs. Foreign governments con- 
sider the establishment of their monetary system one of (h(‘ir most 
difficult problems. 

The experts chiefly needed at first would be a controller in genera] 
charge of the whole system, whose business it should i)e to phin out 
the details of the work and the new laws needed, the i)iitting of those 
laws into force, the direction of the general organization of the 
system, and its gradual introduction throughout the country, and the 
direction of its management. He should nominate (o the (Jovern- 
ment foi’ its appointment («) a general superintendent of all of (hi* 
mints. This man should be thoroughly acciuainted with all foreign 
methods of mint management and be well known, so that his name 
would be a guaranty to everyone of the absolute honesty of l)oth 
weight and touch of the new coins, and should also be a’ guaranty 

pos^ibk coir’”*^ ^ 

{h) An accountant or statistician,— It is necessary that all the 
mints and different agencies for the introduction of the system 

d itimf nf ^ day— the controller can learn the exact con- 

f r ‘SS btt andTs 

IMS®? 

ss”ft ■> "a •: 

the law. The chief foreign 

selected by the board of directoi^sflected^bv the ^ 

election should be approved by the Govermnent but his 

tion of the controller. Inasmuch as the hiii? ^ recommenda- 
ment work to do, and inasmuch as 1? ™^ L run 
new monetary system, it is necessary thaUU maiSe™“n"l ruf con! 
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troller work in the closest harmonj. Possibly it -would be best to 
have the manager of the bank appointed by the Government on the 
nomination of the controller; but i)robubly the way first suggested 
would be best. 


r>. CONTRACrS WITH EXPERTS. 


'With these foreign experts the Government should make rigid con- 
tracts, so that there could be no dispute as to their field of work, and 
the Government should in those* fields give Ihein practically full 
power. They should not be allowed to exercise authority outside 
their special fields of work. 

It would 1)0 well for the Government to place with these foreign 
experts, who, it should be kept in mind, are skilled workmen and 
advisers employed by the Chinese Government and not in any sense its 
dictatoi*s, Chinese who are willing (o make this kind of work their 
business, and who, as understudies, will know all the work of the 
foreign exi)erts and will assist them in every way possible. To a 
considerable extent, in connection with the foreign experts, they will 
take charge of the Chine.se subordinates who are employed; but cart* 
must be taken. es|)ecially during the first yeai-s, that tliey do not 
hamper the work of the experts. 

The controller should also start a training school to run for some 
years until he gets a good many well-lrainetl young Chinese to take 
positions in the 'monetary system in the provinces. 

7. REL.VTION OF FOREIGN GOVERNMENTS. 


In securing these experts the Government should not in any way 
accept the dictation of any foreimi government. iMen shou d be 
selected for their knowledge and ability to do tlieir w oik, and foi 
this only. The banker .should doubtless be one of the 
enced and ablest foreign bankers who have done business in the hast 
for the last few years and one who has the confidence of tner\ one 
The controller should bo a niiin who kno>vs inonotary ^ ' 

monetary systems thoronghly. who has io ^ 

ing and administering foreign systems, and whose . 

gife confidence to business men. Chine* ‘‘ f Z 

thing should be said in their respeetive fields with 

superintendent of the mints and of the I n-niage thor- 

slmuld be, if possible, ^no^ tl« 

ouffhlv nncl Chinese of doin^^ ^ Urnn^ntro bv the controller 
be£ of commerce might he eonsiifted to » ,vho,i. 

private business miglit be liettcr ‘'T'JITA' „ ^jil be little difficulty 
^ After the first few men are ^lec ed there will 

in getting their subordinates. ‘ control; for the more 

directors, witli tlieir nninager, would, of coi would, of 

directly subordinate Government J the mint.s, prae- 

coursc, name (nominate, not appoint) tlic ’ ‘ jj,tendent of the 
tically in accordance with the wishes of the supermw; 
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mints; in the accounting department, at the suggestion of the eliief 
accountant, and so on. In the eshihlishnieiit of Die new monelary 
system in various places the inspeelors necessary would, of course, he 
more directly the personal subordinates of tlu‘ controller. The main 
difficulty is in getting the riglit start with the right men; thereaftei’ 
the system will develop easily. 

XVI. GOVERNMENT PROCEDURE. 

In the establishment of the new monetary system it is important 
(hat the Cliinese Government arrange soon a plan for its general 
lines of work, so that the whole system may be d(*veloped in an 
orderly manner without mistakes. So long as the new coins ai'e not 
■)Ut into actual eireiilation there will be relatively little harm done 
y a delay of a few weeks, or even of a few months, aft(‘r the first 
steps are taken, so as to permit the definite formulation of plans. If 
the new coins are put into circulation before the plans are practically 
all worked out. it may do great harm, since there will be great diffi- 
culty in making any ebangos tbereaftc'r. 

The following indicates the chief lines of activity which the Gov- 
ermnent must follow in the comparatively near fiitnn*. So far as 
possible the order in which action should he taken is indicated. 

1. THE Ai'I’OINTMRNT 01-' FA’I'KIM'S. 

(а) The Controller of the ('iirren«'y. 

Inasmuch as the controller of the currency will l>e held responsible 
by the Chinese Government for the success of the svstem. and 
inasmuch ns it will expect to rely to a considerable extent upon his 
judgment in making plans for the organization of the svstem, his 
appointment should be made as soon as the Government can find a 
satisfactory man. This is equally neces.sarv whether the system 
starts on a gold or on a silver basis. It is merely good husine.ss policy 
io put the responsibility upon some one individual to whom the 
Government c.an apply at any time for suggestions, from whom it can 
demand reports, and with whom it will exi>ect to counsel regularly 
regarding the development of the system. No other plan wouhl be 
in accordance v ith good practical business methods. 

Inasmuch as he is to be held responsible for the successful and 
harmonious working of the sy.stem, the other chief officials to be 
appmnted by the Goyernment should have their names suggested to 
he Government by the controller. In that way only can it he cer^ 
tain that friction, \yhich might lie dangerous to the success of the 

trth'^’controneT‘' T • Goy^rnmoni should, of course, indicate 
10 me controllei certain general mattei*s m connection witli thn«n 

from a seerotary or an ass.stant) that should pro'b'ably be mldl fet 

(б) General Superintendent of Mints. 
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nnce with directions issued to him by the Government through the 
controller, should be made the inspection of all the existing provin- 
cial mints, the inventory of their machinery, so as to bring out their 
capacity, the jjrofits which they can make, etc. 

Ihere should be ascertained also, either by the general superintend- 
ent or by officials acting for the controller, the profits which have 
been made by the mints of late years. The superintendent should 
inquire likewise carefully into the skill and trustworthiness of the 
preamt managers and also regarding the most responsible workmen. 
The information indicated above is neces.sary in order that just and 
satisfactory arrangements can be made with the viceroys for the 
transference of their mints in due time, and for the satisfactory 
working under the new system of the mints when they are once taken 
over. As the general superintendent of mints will be held responsible 
for every ounce of silver or gold placed in his hands, he must have 
a voice in selecting his subordinates — so far as is possible from thost* 
now working. He should be consulted also regarding the edicts that 
will need to be passed in connection with the work or the mints. 


(c) General Accountant. 

It is not necessary that this appointment should be made immedi- 
ately. and still there should not be too long a delay, inasmuch as the 
accountant should prepare beforehand, on consultation with t k 
controller, so as to be sure that the whole system is unde^tood alike 
bv them both, his plans for uniform accounting in all of the mints, 
his forms for the reports on public business of the national bank, 
as well as for the various ottices for the distribution of the coins, etc., 
throiKHiont Iho Empire. He will need also to have furnished him, 
as thi'hasis of the accounts of the entire system, the inventory of the 
material in the existin;; mints, the values of the 
Iluildings, etc. Such preparation la'fore the actual work of the s)s 

tern begins will require considerable time. 

2. CONTROLLER TO PREPARE AND SCBMIT DRAFTS OF EDICTS. 

subjects: General Currency Law. 

A general eiirrency law, which shall prescribe in outline the organi- 
zation of the system. 

A minting law giving (1) a 

(2) the limit of variation in ^ (-oins, purchase of 

issued; (3) regulations regarding inspection oi coi , 

bullion, the i-ssuc of coins, etc. 

(c) Gold-Reser't. Law. 

An edict creating a gold-reserve fund and e.stahlishing general 
re^nilations for its management. 
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(rf) Bankino Laws. 

(1) A law for the establishment of a national Imnb. (2) A law 
regulating the issue of hank notes. 

These edicts .should ho drawn with the greatest rare. A varia- 
tion of one decigram in the weight assigned to tlie gold stamlard 
coin would make a difference of more than $2(Mt00,(H)0 probably in 
five or si.\ years. 

It is not necessary that all of these edicts he passed immediately, 
hut they should he prepared by the controller as rapidly as thi*v are 
needed, for suhmi.ssioii to the monetary commission in ample limo for 
full discussion of them by the eoiniuissiou with the controller before 
they need to he issued. 

3. REGULATIONS REGARDING LOANS. 

If it is decided to make a loan in order tliat the new coins may he 
issued with a fixed value in terms of gold, it is desirable that sU'ps 
he taken soon in connection with that matter, {(i) The (juestion (»f 
proper security for the loan and provision for the j)aynient of the 
interest sind in due time of the principal should lx* considered, {h) 
^egotlations should he entered into to secure tlie loan on the Ik*4 

terms by .securing offers from various parties to see who will offer the 
best terms. 

4. REGULATIONS REGARDING REVENUE. 

.]■/ should he found that a loan is not necessary, provisions will 
still need to he made very soon to secure the revenue reiiuisile from the 
beginning either for the proper development of the systiun with the 
coins on a gold value or for the rapid accumulation of a gold reserve. 

r*. MODIFICATION OF TREATIES. 

Ije taken in the near future for negotiating amend- 

* V powers so far as thev are necos- 
TlJ i the importation of foreign silver coins and hullion 

I.iJilI ■ n"'? be needed for a considiu'ahle time, 

but there is likely to he much delay in .securing the consent of all of 

the treaty powers, and wlien it does become necessary to limit the 

mporta ion of silver coins and bullion, it would be a groat n^for- 

^ could not he taken promptly. 

With certain powers it might also he desirable to discuss informallv 

taxation 0 ., bS 
'he •Chinosc 

G. ORGANIZATION OP NATIONAL BANK. 

businep with it. Itl n" aUlmSy ‘no™ 

started at anv fixed timp Knf d that the bank be 

the Government,' and it would certaiidy 

ble, for the bank to be organised so as" 
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that the new coins are issued. It would, of course, be an advantage 
if the bank could be started almost immediately, so as to have its 
buildings ready, its corps of assistants engaged and somewhat accus- 
tomed to their work, and some j)atronago already secured for the 
private business before it became necessary for it to take up its public 
l)usiness. 

In suggesting to the monetary commission the draft of the law for 
the establisliment of a national bank, the controller would, of course, 
suggest methods of securing capital, organizing the bank, etc., and he 
should be ex officio a director of the bank. The manager, elected pre- 
sumably by the directoi's, should be subject to approval by the Gov- 
ernment on his name beinj; referred to it by the controller. 

It will be noted in the outline above that the entire power and con- 
trol rests with the (lovernment. but that an organization is indi- 
cated so that it can receive continually from the controller, and 
through him from each one of the subordinate officials, suggestions 
regarding the details of organization, of management, of appointment 
of suitable men. etc. The (Tovernment will, of course, view these sug- 
gestions carefully, and, finally, after full and careful discussion with 
the experts app<unted, so that there will be no misundei'standing. the 
Government will take action. So far as possible its control will Iw 
largely in the form of these general edicts and a careful inspection 
to see that these laws are rigiuly observed. The contracts made with 
tlie experts would, of couise, jirescribe strictly their • ' 

ties, ami they must confine their activities to those nelds. Within 

those fields they should be allowed much discretion. . 

It is only through this method of centralizing responsibility in the 
oontroll.T ;.n.l cf .K.alin;; with the details of the system [I'™"? ' 
heads of the different departments and eventually through the subor 
dinates, each of whom is to be held strictly responsible by his imme- 
diate smierinr. that the Government can secure abso ute certainty of 
results and absolute confidence on the part of the public, both Chinese 

'"'it^ymnhT ho understood, of course, from the heginniuR that the 
whole system is to he mana<;od on the strictest business principles and 

solely ill the interests of China. 

XV.;. SECOND SUMMAEVi OBJECTtON^ AND E.NAD 

1. stTMyr.vnT or woiiK of expert organizer. 

The Chinese Government ["^‘S^Xdhdk^^ 

sngKe.sted in onr “X; coin^e without givin!; that 

.should decide to "'T j'' ‘ ‘ teJ to ettablish a gold system, 

coinage a gold value as if it fhori'fore cun not be 

■ Tlie diflicnltv connected \ and in addition to this 

avoided by rejection of the Amer can I of the 20 

^r,em1onfcf ‘'The ex^-rt w be needed on the silver basis for 

(he following reasons: i the Government will ac- 

(rt) To fix the ratio to the tael , :* jy introduced, 

cept the new coins in various parts of China ivhen it is 
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(h) To see that the mints turn out coins of standard woifjlit and 
quality, and to give the people confidence in them. At present this 
is not universally the case willi any mint in China. Objections from 
business men have been heard against them all. 

(c) To organize and manage the distribution of the new coins and 
the purchase of the old coins and of bullion. Unless this is skillfully 
done the old coins will remain in circulation indetiiiitely and the new 
coins will have great difficulty in making tlieir way. 

(<■/) He should advise regarding laws to be jiassed discouraging 
the circidation of old coins and of Imllion. 

(c) He will be needed in the arrangement of treaties permitting 
the prohibition of importation of the old coins and of bullion. 

(/) His care will be needed in the detailed arrangements to keep 
up the value of the smaller silver and copper coins. 

{</) The coinage of the present co])pei‘ ten casli pieces should be 
stopped very soon. He should be consulted regarding that. 

(A) He should make estimates regarding the taking over liy the 
board of revenue of the provincial mints. 

There are other points which might be mentioned, but this is 
enough to show that an expert of the first rank is needed even if 
the gold system is not attempted. 

2. DELAY INADVISABLE. 


With the new mint approaching completion, part of the machinery 
already being on hand, there can not be any long delay in reaching 
a decision without considerable loss to the ‘Government. Neverthe- 
less it w'ould be far better to delay the issue of the new coins for a 
year or more, losing the interest on the capital in the mint, than to 

make a wrong start from the ill effect of which it might be almost 
impos-sible ever to I’ccover. 

3. OBJECTIONS TO SYSTEM ANSWERED. 

No objections have been raised to the gold exchange system which 

ha\c taken the tunc for full consideration. In a few words arc 

important objections and the line 
ans'wered ^ doubt that all objections can be satisfactorily 


(fl) People too Ignorant. 

It is said that the Chinese people arc too ignorant: not readv 
can^not understand the new system. * ^ ’ 

Ao people in any civilized country understand the details of the 
monetary system ; it is not necessary that they should. Most neonle 

Sroadf ^Xut ‘^olhi| Imw^ 'dieV’take' ba^k 

notes, knowing nothing of the reserve Tn nn« xL^} *i . 
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value of tlieir money. This alone will secure the hearty support 
of the common people, and it is not really necessary that they under- 
stand more. 

The merchants and business men with whom I have had an oppor- 
tunity of discussiii" tin* matter tlioroughly have practically all sup- 
ported it heartily. The one or two exceptions were simply in doubt 
as to whether it were not better to keep a silver system with its 
fluctuations. I am convinced that those who favor the gambling 
risks in business coining from the fluctuating rate of exchange of a 

silver system are relatively few. 

« % 

To urge that China must wait until her people are educated would 
seem to argue simply a wish to avoid responsibility. 

It might be well for the new controller to visit some of the leading 
cities before the system is introduced and explain it in some detail 
to leading business men. 


( b ) China Has No Gold. 


It is .said tliat China has no gold. China can buy gold as easily 
as she can buy machinery. Moreover, it is as cheap for her to buy 
gold with her present products as it is to get it by mining or in any 
other way. 

(c) Foreigners W’ill Not Receive New Coins at Gold Value. 


It is said that foreigners will not take the new coins in the settle- 
ment of debt obligations. The new coins can not be sent abroad at 
their gold value, it is true, but the new coins can buy at their gold 
value bills of exchange with which to settle the foreign debts, and 
that is far better than to send the coins themselves abroad; in fact, 
coins arc not sent abroad now. 


(rf) System Will Kenefit Foreign Nations. 

It is said that it will benefit the foreign nations at the expense of 

i 

Foreiirn nations are benefited only in .their foreign trade with 
China. China will hei-self benefit from the new 
all the foreign nations put together, for her trade with all of them is 
equal to thefr tnule lu.4ncl she benefits f™". the fore.gn^ade 
as well as they do. The Chinese are too shrewd to do business 

"■'l^iKurs :;:^.:^i:r^Wecl from « good system m Ij. 

fo..lgn tnule, her domestic trade would also he very ^c-a ly -nu 
], roved if there were one system of uniform traje i„ 

throughout the empire Moreover, a export goods 

itself lives a great stimulus to ffuild- 

hig in niany parts of China. The.^ "iih 

a fixed money. It would j! * to the Chinese 

a large traffic, and there will be always take 

peopfe until there are hxed gold values. of their 

advantage of the fluctuations in exchange at the exp 

patrons. 
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(c) China Can Not Maintain Value of Coink. 

It is said that Ciiina can not maintain the fjold value of lier coins. 
It has been made clear repeatedly that this can be done without 
difficulty. 


( f ) Will Duive C'asii Shoi’s Oi t ok IU'.sinks.s. 


It is urged that it will drive the cash shoji.s and otlnu’s out of busi- 
ness. It is doubtless true that some few jieoph*, especially Icei'pers 
of cash shops, will be injured in their business by llu* new system. 
That will be equally as true witli a ^ood uniform silver system as 
with gold. It is inevitable that a few sutler from any industrial 
change. 'Where one suffers a hundred will iKUielit. 

(17) Exporters Will not Gain From Rise in (Ioi.d. 

It is said that the exporters will not gain if (here ('oines a rise in 
gold. True. Neither will they lose if gold falls. It takes away 
the gambling element from liusiness — a most desirable thing. 

( h ) Foreign Expert Needed. 

It would require foreign expert help, and some object to tiiat. So 
will the new silver svstem, and in any case it has been made clear tliat 
the foreigners would be here as skilled workmen of the Government 
and Its advisers, but not m any sense as its masters. 


f objeetions are due either to a misuiider- 

anding of the svstem or to the fact that the Chinese edition of 
l pamphlet did not make clear tlie plans. Tl.e more 
d( bulged explanations here will doubtless clear up many difficulties 
and further details can easily be supplied. ‘ 

4. AN EXPERT CAN MODIFY HIS PLANS TO SUIT SPECIAL NEEDS 

Jufoii could bo made with ix»fereiice to certnin 

5. SUCCESS SURE IP PLANS ARB WELL MANAGED AND SUPPORTED. 

the re.sp„„sibilty of 

savhJ of very Lny mUHoks of 'foUa ™ to « 

f- «Sl^’the^Sons 
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pie for many generations to come if there is introduced and made 
successful a system which would be of so great benefit. 

From long study of this subject, from helping establish other sys- 
tems, and from its experience in seeing similar systems at work in 
other places, the American Commission counts upon the full success 
of the system recommended, if it is well managed and if it is prop- 
erly supported by the Chinese Government. 


III. COMMENTS AND SUGGESTIONS ON THE CHINESE MONETARY 

REFORM. 

1. MEMORANDUM ON THE ESTABLISHMENT OF A GOLD-STAND- 
ARD CURRENCY IN CHINA. 

Ily Alfred E. Uiiipialcy, Commimotier of the Imprriat Marilimc Customs, adviser 

to Chinese Treaty CoininiHsioners. 


Their excellencies Lit Hai-hwan and hiieng ivung-pao, lor uu c.x- 
pre.ssion of the writers views witli reference to the suggestions con- 
tained in a pamphlet. “ Memoranda on a Xew ^Monetary System for 
China," presented by Prof. J. M'- J^nks, the commissioner «PP«>^ed 
by tlie United States Government in response to an 
it in Januarv, l»0:h bv China and Mexico, for assi.stancc m 
iii.r a monetlirv system which should determine the 

siS'ClrsI g 

He said: . . *i„.Antnnr»d itv the recent fliictua- 

“ The serious results F' ,1 X , omuRTcc both of mid and 

tions in tlie value of siher HI ^ inflnced the Chinese Imperial Gov- 

silver-standard the Mexican Government, to ask the 

crnmeiit, acting m consent ^Mtli the these con- 

cooperation of the United States m ^J^n^g profitable 

ditions for the mutual ^ ‘f- T^endent to a considerable degree 

trade between any two countries is „„neics. This stability 

upon relative stability in the va ue of tj.en current ^ 

is^ destroyed in the trade l)et"ee'i ^ nations in 

United States and a silver country 1 kc U, n,i, , 

he mid value of ^>lvee, ^ vui ^ 

nearTy 10 cents an ounce n gold in a .sin„^ ’ 

the price of silver bullion. (Chinese Government 

It is not the expectation noi the action tending to 

that the gold staii.'lard countries si o»ld takeJ..y_^^^^.^, 

impair their own ";<>"cd‘“ V the governments of gold 

their monetary systems. It is Ucsirt 
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countries having dependencies where silver is used and the govern- 
ments of silver-iising countries shall cooperate in forniiihiting some 
plan for establishing a 'definite relationship between their gold aii<l 
silver nionevs, and shall take proper measures to maintain such rela- 
tionsliip. One such plan, it is reported, has already been proposed in 
botli Houses of the Congress of the United Stat«*s with reference to 
the Philippine Islands. It is this, and other plans designed to accom- 
plish the same end, which tlie fioverniuent of China would be glad to 
have considered by the Ignited vStates and other governments, with a 
view to the adoj)(ion of the l)(.*st attainable monetary arrangement bv 
those countries which are not prepareil umler existing conditions to 
adopt a currency system involving the general use of gold coins. 
The cooperation of tiie United States with the Chinese* Imperial 
Government and with the Republic of Mexico in presentin'^ this sub- 
ject to other governments would, in the opinion of this Government, 
aid greatly in securing a prompt and satisfactorv solution of an 
enormous ])roblem which threatens the ruin of the silver-using coun- 
tries on the one hand in the vain etlorl to meet increasing gold obliga- 
tions abroad, and which threatens also llie commercial prosperity of 

(he gold-using countries by destroying the i)nrchasing powers of 
their customers. ’ 


MEANING OF CHINa's REQUEST TO TIIE UNITED STATES. 

,, a request from the Government of Cliina (o 

(he United States to devise a new monetary system which would estab- 
ish a fi.xe(l rate of exchange between China and gold-standard conn- 
Uies, because if China made no change in her system the existing 
ou s resulting from constant fluctuations in exchange between gold 
and siher detailed by tlie Chinese charge d’affaires would continue 
men if they were not accentuated by action taken bv other countries 

'I '“i"' of exchange between their coins and the 

^old st.uulaids of the M est. It thus involved two things— first the 

« «tep which it^ad alreadv 
been pionused should be taken in the new troatv wUU TTn/vi J 

second, the estahli.h.nont of a definite nlr’ 

4 of‘™ f 'i; 1'! noUn^rve The ”e,,e™i 

ing in 8hina ’ " conditions exist- 

CAN NEW COINAGE HA^’E A FIXED GOLD VALITE? 

suggestions with a ticwTo^hrSXus 

rency in China. One of ti.el ‘ g«P-st«ndard cur- 

already been deputed to visit India‘lnd%he‘'D5tdi 

where a gold-standard ciirrencv had already been estnhi'isi 
a view to the introduction n/ n established, wuth 

a^u'SE^l^ijlyl'nVrt offi 

ceed ‘o China 
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sucli proposals as seoinocl best calculated to attain the object in view. 
The financial experts of Europe were unanimously of opinion that a 
national currency should lie at once established in China, and that the 
coin used should, so soon as possible, be given a fixed gold value: but 
they dillered as to the meaning of the words ‘‘ so soon as possible.” 

Six out of the eight countries consulted, including the United 
States, (lermany. Japan, and Mexico, considered that the two steps 
should 1)0 taken simultaneously and that the silver coin adopted by 
China should from the outset be given and be maintained at a fixed 
gold value. England and Russia, on the other hand, believed that 
C'hina is too cons(*rvative to introduce a uniform currency and at the 
same time to take (he steps necessary to maintain a fixed gohf value 
for the coin adopted: they therefore considered it would be best to 
start with the introduction of a national silver currency, and then, 
later on, but so soon as possible, to give the silver coin adopted a 
fixed gold value. But the member of the original Commission who 
was denuted to continue the investigations in Asia and to submit 



two steps simultaneouslv. if China decided to do so— to from 


outset fix a gold value to the silver coin adopted, and by this means 
™ >ut a stop t,. the ittereusinfr fall in China of the ^ 

silver If such action be possible, there can be no question ” 
a financial point of view it wonld he to Chinas advantage to take it. 

UNIT OF NEW COINAGE. 

In introducing the new national silver roinage the ^ 

Cldn,; to take i^to decide npon Si i 

already a sufliciently large com, an * ' . an^ 

denoinination of tael might be selee - " ^ of the 

bersoine. Moreover mints have * f ' f of dollais 

provinces, and those ha^e several tens of millions of dollars. 

that, in the 

To retain tlie dollar as the unit would ^et-essary to continue 

First, in so large a country pctablishcd can continue 

to employ several inmts, and modificalion of 

to be litili 7 >od for which would Ik. 

the device on the com. and thus c ninrhiiiorv requii‘e<l to mmt a 

entiiiled by the purcha^- of the '>;;y ^ “^:;ri^oing already aeons- 
tael coin, will be avoided. * already been taken toward 

toined to the use of dollars^ a laifjc ^ I * Tijlrd if the value ot the 
e estahlislnnent of a nni Orm 

unit he fixed in cash, it ‘.Hv a weight of silver of 

in different localities, not Iwmg corns b” Indore the ih‘W com. 

varying fineness, would gradually ,voiild unduly depre- 

■f Init coin were made a tael f “ ^the serious loss of the 

ciaVe the value of the dollars already a dollar, tlnjsc 

people. If. on the other ^ limited period by the 

&y issued should be accepted during a lunii P 
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Govornmejit — and this should Ik* published overvwluu’e by proclaiua- 
tion— at a price somewhat above tlie market value, and thus holders 
of the old coin would suffer no loss: the latter beiii<;, of coiirse, wiili* 
drawn from circulation and melted down. If. llien. it be decided to 
adopt the dollar as the new unit, it is ])roposed that $1 shall be eipial 
to 1,000 cash: $0.50 shall be e(|ual to 500 casli: $0 .l! 0 shall be e(|ual to 
200 cash; $0.10 shall be e(iual to 100 ea.di; $0.05 shall be e{(ual to 50 
cash; that the 10*cash pii'C(* now b(*in^ coiiu*d be continued and bear 
the words now borne by those minted at Ciuiton, namely: ‘‘ One hun- 
dred equal one dollar,’* and that a new 1-cash coin be struck. Then 1 
tivasiuT tael mi^dd be held equal to 1,400 cash; 1 llaikwan tael mi'd,! 
be held equal to 1,500 cash, and other taels ini^^ht be conyerted into 
the new currency at corresponding rales. 

This system, if adopted, would be a great boon to tiie people 'ouuu*- 
ally, merchants and agriculturists alike: because, as one of the princi- 
ples of a national coinage is that the Government must always accept 
then o^^n coins at the value it aOIxes to th(*m, (he p(*oj)l(‘ would always 
know exactly what silver coins or what coiiiier coins Ihev had to t<*n- 
der in payment of taxes due. Tliere would no longer he 'any room for 
discussion as to how many cash repre.sent a tael. 

If China takes the second step and basc-s the new currency on a mM 

n « i to decide how many grains of gold sirouhl repre- 

^nt a gold dollar — and that is a matter for experts SuDDosiiur thev 

shiUin^*" ==lulbiigb, then the Haikwan tael would represcuit :i 

IS CHINA IN FACT A SILVER-.STANDARD COUNTRY? 

But it may be asked, “ If this proposal were adopted would not 
China lo.se he commercial advantages she appea.-s n,>w to poise's . r* 
s lvci-standiii-d country ; and would not tlie effect of siu'li action lie oi'i 
Chin cheapen the laying-down cost of foreign <roo(ls in 

U.0 ad„ptio.rof a^gl:standat ™ V ‘ 

upon her foreign trade it nnv Im exercise 

diina can with propriiJy 

It is submitted that this is n mSc -standard countr}'. 

n«nt ^ro '.rdr/'oxpk'iJrb 

wlS th"goois ;:;fpard Tsai* “T. 

interior the bulk of\he avenue Lnec a iTth^ I 
-|l?re..sed and puiX^rarl. made 

Clnna is the com known as cash- i « nn standard of value in 
this fact has a very imnortnlit copiier, and not silver. And 
China’s export trade. * * **^^‘^*^ development of 

liy a Chinese 

transaobons entered into by the former wi;i‘ culuX^ ‘or” teX 
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ill the interior. The tea which is sold as one crop to the foreign mer- 
chant has been collected from several gardens belonging to different 
owners, and the thousand piculs of hides sold to the foreign merchant 
represent many purchases from a large number of dealei-s. The 
Chinese middleman pays the cultivator or the dealer for his pur- 
chases in cash, and the important matter to both is not how many 
taels the former realizes from the transaction, but how many tiao, i. e., 
thousands of copper cash : because that is the factor which will deter- 
mine how many cash lie can afford to pay next season for his tea or 
hides. Now. (luring the last thirty years silver has depreciated, not 
onlv in terms of gold, hut also in terms of copper cash. The luunlicr 
of the latter for which a tael or a dollar will exchange has been 
steadily falling. In 1874. 1 tael of Shanghai currency exchanged for 
1,(>30 cash: to-dav it exchanges for only 1,100. In the interior the 
depreciation of siher in terms of co|)per is even nmre marked, but 
to avoid exaggeration we will adopt Shanghai (luotations. Then the 
Ilaikwan tael exchanged in 1892 for 1,500 cash, and in 1903 for 1,280 

Oil 

The value of the foreign exjiort trade of China, whicih was 
102,580,000 taels in 1892, rose to 214.350,000 taels in 1903. Expressed 
in coi)per cash, it rose'from 100,890,000 tiao to 274,300,000 tiao. In 
other words, while the increas(* in value, if expressed in silver, 
amowntcHl to 108 per cent, it amounted to only 70 per cent when 
expressed in cojuier; and as the dei)reeiation of silver m ^ 

eo U)er began some rears later, so now it is proceeding moie r p dly 
Ihlin that in terms o‘f gold, having during the last 
percentage of decline more than twice as large as 
latter. How much further it is likely to proceed can not ‘ ^hmtelj 
minted hut the denreeiation of silver m terms of copper vhich ha^ 

terms of silver. j„ n.iiul while we proceed to con- 

;he‘a<M"ion ^f'a gold standard would adver^ly affect 
China's foreign trade. 

.VOV.n O.V.NO N.W COINS A OOI.D VALUE ADVEBSELV AITEC. 

MOULD china’s FOEEION TBADE? 

First, as re-aids of foreisn^goods Imtii in 

has been compiled (Appendix | | | „,i,iua!ly from ahroiid 

silver and in gold, of tlie and the average gold value 

,l„ring the last thirteen .V'';"'”- 

of the IlaiUMan tael in each of those rears. 

‘’‘'IThat the gold value of the 

been ups and downs in the coui-se of the tlurtetn ^ 
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£39,030,000, or 20 per cent: nml 
4. That it is not exchange that iletennines \vhat<|iianli(y of for- 
eign goods China will purchase. In oilier words, the (able shows 
that China does not take a larger (|iiaiitity of foiH-igti goods when 
e.xchange rises and a smaller <(nanlily when exchange falls. 'I'lnis i(. 
will be seen that she took gocxls of pra<‘tieallv lh<‘ same gold \’aliie in 
the yearsl8!)l (£.3 l>. 930,()()0) and 1900 ( fc32.7no.000), though exchange 
was 4s. 11(1. in the foi-mer and oidy :is. 1 }d. in the latter year. S\), 
too, she took goods of praclicallv the same gold value in' the years 
1899 (£:19, 880,000) and 1903 ( t3t>.n30,000) , though exchange' was 
3s. O^d. in the former and only 2s. Tiid. in the later veai-, and in 1902, 
when exchange touched its lowest point and averaged for the year 
only 2s. T^d., she took foreign goods repres(‘nling a gold value of 
£41,000,000— the highest value in the thirteen yeai-s— or nearly 2.'V per 
A-ent more in gold than she took in 1891 ( fc32.!)30.000) . when e’xchamro 
was at its highest point during the thirtecm yeai*s — Is. lid. ^ 
This seems to show conclusively that then* is no reason to appre- 
hend that an incivased consumption of foreign goods to the detri- 
ment of native manufactures will result fnmi givimr p, the new 
currency a fixecl gold \^ilue. The tigures in Add(*m]un7 Xo. I would 

m,000,000 pel- anniim-thnugh whoro oxa.'lly shv ,l,.nves (hat siiiii 
A\C aie .mable to state— foi- mvcstment in foieijrn sooils, and that slio 
so invests It year after year without regard to (he rate of exehan.n> 
i-nhiig If hat be so, the Chinese people will still eoniiiiiirTo 

annually, hut they will 
m-eive a larger quantity of yarn, kerosmie, and sugar, the arlieles 

winch sho.y the laipst increases during llie period in question or of 

820i000'to £28,18^000!^''^' increased 14 per cent, from £24,- 

forei^' eoiintlldix^st deterinines what amount in gold 
exports obro,!^ was m a^t caUv 
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of native products, because the cheaper they can be placed on the 
market tlie more effectively can they compete with similar products 
from other countries. 

Hence all nations do their utmost to develop the means of internal 
transport, few levy export duties, ;mk 1 some even go so far as to 
encourage export by means of bounties. From this point of view 
the proposal to establish the new currency in China upon a gold 
basis would at fii*st sight aj>pear to be an economical mistake, 
because if silver continues to fall the effect of the proposal to estab- 
lish the dollar on a pariU’ of 2 shillings w’ould be to raise the laying- 
down cost in foreign countries of Chinese products somewhat above 
what that cost would lie but for the adoption of this proposal. And 
it was for this very reason tliat when the government of India ini- 
tiated the policy of placing the currency of that country on a gold 
basis that policy was strenuously opposed by some of the gi'eat^t 
financial authorities in England, who projihesied that it woiud ruin 
the export trade of the country and bring distress to its people. The 
course of trade subseijuent to the date at which this legislation took 
ert’ect would, however, aj)pear to show that the apprehensions of 
these distinguished critics were ill-founded, and that instead of fall- 
ing oil' the export trade of British India has been marked by healthy 
expansion. 

The Indian government took the first stej) toward placing its cur- 
rency on a gold basis (at the rate of 15 rupees = £1) in 1893 by clos- 
ing ihe mints to the free coinage of silver. It was not, however, till 
that the effect of this measure began to make itself felt, and in 
the following vear the parity of exchange aimed at had been pracli- 
callv attained.' In Addendum No. 3 are given statistics of the forei^ni 
trade of India from the year 1888-80 to the year 1002^k From them 
it will be seen that while the average annual value of the 
of India during the five years prior to 1800-9 ( ^1* , 

passed at its market value) was 1,0(9 mdlions of ^ 1807^8 

Annual value of that trade during the five years ^ 

(the period of gold standard) has amounted to 1,18.) miliio 

of tl,e adoption of a gold standard in JM- >ms^bocn 

precisely the same. Japan adopted a 1^-6 prior 

average annual value of the export trade ''“”8 f „vinigc 

to that .year an.ounted to 105 '"i' 

mmual value during the six years 

than 231 millions of yen (vide Addendum No. 4). 

IK IT DOKS NOT, ItOlV RECONCILE ^ 

IVLSE I-OLICV TO REDUCE KRICE OF SIIH'MENT OF 

The qiie.stion naturally arises; T ®^'}j^,|i’"4lver nS^ 
silver currency on a gold basis >*. "' » ^„mins, and coiisi- 

silvereoin a value higher than the country eon 


silver coin a value higher t Inin p.et of the country eon 

niieiitly to raise the price abroad of the proa i ^ trad 

2"ined^ how is it possible to «Xn1anl eiirrene/ with . the 

following on the adoption of a go rheapen the laying 

IheoiT that it is economically advantageous to cheape 

down cost of a country’s exports? 
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The explanation appears to be that thoiicfh a silver cnri'oncy lias 
the advantage of enabling exports to bo laid down in gold-standard 
countries at a lower cost when silver is falling in price than similar 
products from gold-standard countries can be laid down at, that ad- 
vantage is, as a fact, far more than counterlmlanced by the instaldlity 
which is incidental to a silver currency. The sudden and violent 
fluctuations of value which have characteriml the silver market dur- 
ing recent years have tended to convert legitimate trade into little 
else than a gamhie. The most careful calculations of a merchant are 
upset without warning by a cause over wldcli he has no control ; ami 
the prudent man, rather than run the risk of a disastrous loss, deems it 
wiser to sit still and wait until the causes which are so violently dis- 
turbing the silver market have passed, with the result that the devel- 
opment of trade is seriously retarded or brought entirely to a 
standstill. 

If he does continue his business, then he must raise the price asked 
for foreign imports and lower the price to he given for native cxj)orts 
in order to cover the risk of a fall in exchange, and in consequence 
trade must be restricted. Take, for instance, the present year. The 
value of the HaikwaiV tael was 3s. 'fd. in February ami ‘Js. TJd. in 
April. Suppose a merchant invested i- 10.000 in tea costing 1.") taels per 
picul«in February. His £10,000 would realize (F.,8r)0 taels, which 
would purchase 4,35)0 piculs of tea. Hefore tins t(*a can rc’ach Europe 
Mercliant 15, tiikiiig^ udvantago in tlio fall in ox("hniiffc\ also invests 
£10,000 in April in similar tea. His £10,000 realizes 75, .51)0 taels, 
with which he purchases 5,039 piculs. The latter puirhase liavimr been 
telegraphed to Europe, the price of (his tea will at once fall there and 
Mei chant A will not be able to dispose of his tea except at a serious 
loss. Again, in February, exchange then ruling at 3s. I'd., a foreirrn 
merchant calculates that he can sell gray shirtings on the Shan<dmi 
market with a small profit, at 3 taels per piece, and he enters into a 
contract to deliver 21,950 pieces at tliat price. He delivers the gouds 
in April and receives his 05,8i)0 taels. This sum repre.sentecl £10,000 
at the time he made the contract, but when paid to liim it will onlv 
realize £8,(11, so that instead of the proHt he had calculated unon he 
has 0 face a loss of £1,289, or close on 13 per cent. ^ 

Ihe serious character of the impediments placed in the wav of 
legitimate trac e by the constant fluctuations in exclmiifre whicli occur 

statement of the value o? tlie Haikwan 
tael, mouth by month, from January, 1903, to April, 1904; 


im s. d. 

January ^ o 

Febniun’ . •» ,, 

Marcli _ •» 4? 

October.. 
November 

April 

l-K*iH)ini)or 

Mny - - ; 

Jane , . •» 7 

July •» 8 A 

January 

Au^st 

February 

September jj* 

Mnroh 

April 


s. 




2 

2 


advantages to country op giving fixed 


(1. 

101 

83 

8 


m 

3 

83 

7J 


GOLD VALUE TO COINS. 


~ “SittfT “ f/ ““MW.™ 0.. 


aPicul=l33i pounds. 
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of the metal tliey contain and therefore will rise and fall in response 
to the manipulations of the silver market by speculators. That, but 
for these fluctuations, trade would duriii" recent years have shown a 
much larger expansion than it has done, there can be no question. By 
the establishment of the new currency on a gold basis the cause of these 
can l>e removed and stability of exchange will be assured. Such a 
change should in any case result in a large development of trade; but 
shonid it be effected simultaneously with the opening uj) of the coun- 
try by the railroads now under construction and tone undertaken in 
the near future, that development can scarcely fail to be enormous 
because new markets will be assured to native produce which pre- 
viously could not lie moved at all or only at the cost of heavy trans- 
port charges. The projiosal would therefore, it ajipears, be beneficial, 
not injurious to trade. 

It remains to consiiler in what manner the adoption of a gold basis 
for the new currency would affect China’s obligations to foreign gov- 
ernments and to foreign bondholdei's. If the dollar be, as has been 
suggested, fixed at 2 shillings (or therealmuts) then the value of the 



debt; and though the d'iscussion has now continued for moi-e than 

two yea IS each side adheres to its own interpretation of the agreement. 

If the gold value of the Ilaikwan tael were fixed at shillings, all 

cause for future discussion would cease; but if. as seems 

experts consider it advisable to fix the gold value of the ( o .u a 

_sav. at 2s. Id.— then it \\ouia 



Changed for 3 h., or :Wd. : in 19»i it exclnu, 

less than 30d. . D rlnno’erou.'i to import 

Then, the fluctuations m ^^^ehange rendei mg^.t dan. f 

the out- 
mproach 
ible ri<e, 
i pence. 


that the gold vaiue oi v " v hirin*^ the currciu 

level. Now, the sum which Clun'i P ^ ,^01 „m„un(s 

for the service of her forei^ loans con^ ,, 

to £.3,196,38!) in gold and the same. If the gold 

sum due for the ne.xt ten yeare at 3 shillings, 

value of the Ilnikwan tael no gold value l» 

would have to pay 22 , 0 . 2 , 000 -odd ‘»els. ^ would need, 

fi.xed and it fell to its former level of 30 pence, v. 
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in order to meet her obligations, no less a sum than 2tv^34,000 taels. 
In other words, by adopting tlie rate proposed, China would during 
ten years effect an annual saving 44 millions of taels on her loan 

> Ti i ,1 • !. i ii . .1. : .1 11 


taels only insteaG or »u.uuu taels — i. e.. sue would eiieet a saving oi 
1.3,000 taels, in the aggregate a very large sum. 'I'o llie (ioveruin<*nl, 
therefore, the adoption of the proposal would be most advantageous. 

I'he considerations set foi'th aliovi* show clearly, it is la'TM'Ved, 
that if it be possible, when intnulucing the new currency, to base 
it on a gold standard, sucli action woidd lie to the benetit oi' tlu- (lov- 
ernment and people alike. It may be well, in order to avoid misap- 
prehension, to again state that the introduction of a gold-standani 
currency does not mean the introduction of gold coins; it means that 
silver and copper coins will continue as heretofore to be employed 
in China, but that a gold value will be ti.\od for these coins, and that 
steps will be taken to insure tliat the gold value is maintained. 

If the new currency can be established on a gold basis, there can 
be no question but that tlie work should be entered upon now. The 
gold value of silver in China is now comparatively high; later it may 
fall, and China may have to content herself with' a lower gold value 
for her unit of currency than she could now secure with coniparalive 
ease. China should reflect on .Japan’s experience. In 1871 the latter 
country established a gold-standard currency, the value of the yen 
being fiNed at a little over 4s. The steps she look to maintain the 
value of the yen at that level were inadequate and the country was 
drained of gold, with the result that the silver yen became the unit 
of currency, and so remained down to ISOT, \Wien .Japan, having 
adopted better-advised measures, succeeded in estalilishing Iut cui^ 
rency on a gold basis; but owing to the decline which had meanwhile 

'r to content herself with 

b^enTiicd in ISif 

It is true that India when placing her silver currenev on a "old 
basis fixed the legal value of the rupee at more than 20 per cent above 

r contained in that coin; !uid it may bo 

nmnf I' /g " f s»lver currciicy is, however, by rostrictim- the 
amount of that currency. In India it was five yeai-i before this'irti- 
ficial restriction of the ciirren.^w produced t''" ■* 

rious interi 

nf ■■ “7" artificially restricted durin" a series 

S-ssUsPs; 

pSiH£S;i§S'S;| 

dent opinion that if China really desii4 to she 

lus memorandum on “ A New Monetary System L h7s 
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stated in a general way the action which it will be necessary for China 
to take in order to bring this undertaking to a successful issue. Of 
these, two are the most important, and it is precisely these two which 
are likely to receive the most adverse criticism from the high olficei*s 
(»f tlie Kui])iri‘ — one. the appointment of a foreign comptroller of the 
currency: the other. the employment of the seigniorage profit from 
coinage as one of the steps to form a special gold fund in order to 
maintain the gold value of the currency. Hitherto the mints estab- 
lished in the various provinces have been under the management of 
the jirovincial officials: some have reported to the throne the number 
of coins minted annually and the seigniorage profits derived there- 
Iroin: but. judging from the pages of the Peking (iazette, the major- 
ity have not submitted such reports. The seigniorage profits seem to 
have been almost always r(*tained to meet provincial need.s. The ex- 
tent of China is so vast that to employ a single mint, even if it were 
large enough to meet the currency needs of the Empire, would bo 
wasteful policy, because of the exjienst' of transporting bullion to,thc 
mint for coinage and then transporting the minted coins to the several 
parts of the Empire. The bulk of the mints already established will, 
therefore, be retained, but it will be necessary that the control of 
them b(‘ surrendered by the various provincial authorities and be 
vested in one bureau rir officer at the capital, on whom will rest the 
responsibility of insuring that all coins of the same denomination, no 
matter where minted, are of uniform weight and fineness. The trans- 


fer of the control of the mints from the provincial authorities would 
neeessarilv entail the transfer from them of the control of the seign- 



kind that hitherto Chinese have had no experience of. He ^m 11 Iwvt 
to watcii the movements of the precious metals all over the 

to note the tendencies of exchange, and to take 

accordingly by buying gold if a deiiumd for silver dines t p 

„f that metal up -»• '-.v s-Hinft SoUl if the price f 

will he his duty also, after careful examiuation 
to determine whether or no to suspend he issue 
denomination in a given province; and tlu^ 


fall lielow its par value, so that one dollar steps are 

of them, he will have to issue ^ rocstalilish the parity 

ofUie coin. -On him, too. will rest the the 

tlie amount of bank notes to be issued ^ ^ ^ Pe n-dwiiicd 

reserve in coin to lie mamtamed m order that they inu> 


rescu-ve in com to ne n amuunru . . tvaunu^ 

at any time on demand. No oiu, , nerformamv of these 

woulct posst'ss the knowledge ^,,Lt would have this 

dutie.s, and it is ojdv a foreigner w lo, ^ ’ ivsponsibility 

knowledge. The othce would coinU^^^ 
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terestedly responded to China’s appeal for assistance in this matter, 
requested to recommend a suitable person for the position, I sec* no 
reason to think that China would have ground to ap])rehend any evil 
consequences, political or otlier, from giving liiin the appointment ; 
while the introduction of the monetary system, which it then woiihl 
be possible to establish, would, in a few years, it is anticipated, result 
in an expansion of trade and render possible a reduction of taxation 
that would be of the greatest benefit to the Empire. 

AlFKEI) E. IIiriMSLKY. 


Addendum No. l. 


Foreign trade of China— Imjwrts (net) 


Year. 


1»1 

1898 

1893 


Silrer value. 


Qoldvahio. ' value of liaik. 

wail taol. 


Haik'iran tnclt. 
lU.UR.Mn 
m, im.i9K 




ni.C90.715 

}Si 

1809 

1800. . . 

1801 

IfllB 

1903 


Total 


a)9,.5To.;cH 

284,748.401 

811.070.422 

20H,.HU*.9I8 

:ii5.aG3.8ur> 

326,739,133 


2.7M.490,293 


£32,982.817 
29.4]2,tt>7 
2U,79»,riG6 
25, 910.880 
28,079.567 
83.7(U.1»9 
:«,213,(I14 
30,Za.l&5 
39.850,158 
32.759.888 
39.750.in2 
40,997.ft>S 
89,032,245 


434 , 349, 770 


». il. 

4 11 

* 41 
3 111 
3 2f 
» 3) 

3 4 

2 111 

2 lot 

3 U1 

3 U 
2 llA 
2 7 

2 7| 


Pence. 

59.0 

52.25 

47.25 
:K. 875 
39. 

40.0 
35. 75 

34.025 
:i0. 125 
:f7.25 
35.ijo:r> 
31.20 
31.607 


Annual average. 21l.9C0.792 Halkwnn taels = £33,334,598. ' 

These figures show that wliile the silver value of foreign imports 

delomlL 3 >'a« only 20 per cent; and that whateve'thc 

\ ^ J A determines the amount of forei<Tn .roods 

exchange, the gold 

yew a Id onTv i It bftlT w/ the former 

IstsA '' 

at"»td t‘lhe° OJd in tlm fonnor’ 

in 1902^thp VP?; ; ? • f"'' sold '■«•>'» <>f the trade 

per cenl higlfeT 1 "'- 25 

level. ^ ^ ^ exchange was at its highest 
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Addendum No. 2. 


Foreign trade of China. — Exports. 


• 

Silver value. 

Gold value. 

Gold value of 1 balk- 
wan tael. 

1H91 

Haiktcan tath. 
l(T>,iM7,849 


i. 

4 

d. 

11 

Pence. 

59 


102. .583, 525 
nu.CkS.sn 


4 

.1! 

2| 

52.25 



ISIW 1 

3 

47.25 

11S5M 

128. KM. 522 
I4:i,2a<.2ll 
131. ltd. 421 
im..5(ii.:vi8 

2U.4^,»79 

3 



3 

39.25 



H 

4 

40 

\m 

24,a>4,»8» 

2 

U| 

:i5.T5 

\m 

1.59.(07.149 

22^,144.42:^ 

2 

101 

34.(^i 

I8«y 

l«i. 784.832 

20, mjm 

3 

1 

38.125 

umij 

l.VH, 996. 7.52 

24,677,12^1 

3 

li 

37.35 

1901 

1(Z(.(h6.T.57 

25,i;f>,^:i 

2 

HA 

35.5G35 

19IK> 

214,181. .584 

27,H4i%COli 

2 

71 

3120 


214.162, 467 

2K,dCkll7 

<» 

10 

7| 

31.007 


1.91W.15.1,7;B 

:n«,5S7,907 



Annit:il avonigo, 1 5*^704,1 n4 Ilaikwnn tncls = i!24,.700,<Wri. 


These figures show tJuit while the silver vuhic of exports abroad has 
increased over 112 per cent the gold value of them has increased less 
tlian 14 per cent, and that the gold value remains practically un- 
affected l)y exchange, the gold value of exports abroad Iiaving been 
to all inleiits and purposes on a level in the years 1801, 1807, 
though the rates of exchange in those yeai-s were 4s. lid., 2s. llfd., 
and 3s. l:[d., respectively. 


Addendum No. 3. 


Foreign trade of India. 


[In thonsnmls of mpocs.] a 


Year ending March 31— 


1889 

IKWl 

1891 

1«« 

18U1 

1894 

IM.j 

imxi 

jm»7 

ISIS 

1W«I 

I'jdii 

I'.Ol 

I9II2 

l‘JU{ 


! Net foreign imiwrta, i. 

1 imports leea ixvxporte. 


By bind. 

1 Total. 

(K>4.4(k) 
(449. (e7 
077.419 
(MU, 473 
016.750 
725.894 

:I7. 154 
35.(r>i 
35,152 
39,797 
30.909 
40,374 

091.550 
684.080 
712.671 
(WU.270 
553, 059 
700,208 
'41Q 

084.714 
GNi. 188 
720, 7tO 

43, 5«4) 
45,773 1 
47.941 

OUv 

727.981 

768.014 

090.093 
087, :*6 
720, 120 
776.801 
R52.720 
820. 180 

50.227 

55.(0} 

01,031 

(44.149 

09,(141 

(».7(W 

^ A 

749, w 
7ffi,a» 

781.751 

(411.010 

1B1.730 

894.880 


Native e3Ci>orts. 


M>a. 
930, 4Ui 

ua.Mi 

1,030, 884 
l.(eD.«62 
1 (B».n4 
l,rt«.6g 
1,000,167 
099.604 
l«8.810 
1,(04.«> 
1,057, as 
1 (M5..546 
1 216,449 
1.258.a» 


By land. 


44,«)1 

4U,ak*) 

ai.297 

:i4,817 

:{7.695 

:{7,09I 

43,188 

4(1,836 

46.:r:» 

.')l,(lfi8 

(11.282 

59.au 


Total. 


976.29G 
1.0«».960 
990. gV) 
l.OTB.aW 
!.(»). 852 
1,065.(61 
1.016.157 
1. lSt.8M 
l.(W2..'i:8 
979.652 

i.no.wa 

1,1(18.976 

1.270.731 

i;8l8.71U 


u Rui>eo = about 321 cents 
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The mints were closed to the free coinage of silver in 1893, but the 
effect of tliis measure only began to make itself felt in the year I89(»- 
97, by which time the average rate per rupee, at which telegraphic 
transfei's and council bills were sold in London, had risen to i4.49I<l. 
from 13.101d. in 1894-95. In 1897-98 it had risen to ir).354d., and 
from that time forward the gold value of the rupee has been main- 
tained at IGd., the level aimed at by the legislation of 1893. 

The average value of the im])ort and of the e.xport trades during 
the five years before 1890-97 and after 1897-98 is a matter of some 
interest. The figures are: Five, years prior to 1890-97, average 
annual value of imports, 713.000,000; exports, 1.079,000,000, Five 
years following 1897-98, average annual value of imports, 830,000,000; 
exports, 1,189,000,000. 


Addendum No. 4. 


Foreign trade of Japan. 


Year. 

Ex])oTis. 

lm|K>rts. 

Gold 

You. 

Pounds 

storliui^. 

Yon. 

Ptnmds 

stcrlln^^. 

vahio of 
Olio you. 

1891 


19 ?on 

1 

CO Ol*0 

10.10), f!IB 
10,2V1. 124 
11, 280, 502 

12,;A5,lj(iri 

i:i,(E9{,220 

Pcucf. 

1892 

1 (Am I t , 

91,l(K,7.>t 
H),712,80r> 
113 246 08fl 

IQ fVMl fWI 

?l *Xlit ituft 

88.0 

low 


4 1 • •mSIj, 1 inir 
OU •>^'9 

84.5 

1894 

1 1 KOt) i:fn 

88,257, 1 tz 

11^ A.*,R 

•ID. 7 

1896 

112.178 
117 K42 7fll 

U.Wt.ftO 

t\» OTio 

129.200.578 


1896 

ih.ii 

1897 

X 6 1 f I V| 

Ijsa !•« 

41)0, olM 
til Cus ifV\ 

]T1.674,4i4 

21ft.;*0.772 

277.502.167 

220.401,110} 

18,.51W,()U8 

20.0 

18« 

liVif l/< 1 

Iffi, 753,753 

2U 0^ fSki 

ln,5iV>, 41 IJ 

ic.7K7..6ar) 

22. 205, .570 

^1.4 

1809 

28, 007. Oltl 

24.3 

ignri 

on 

2IU 190 <VU 

314 

*Jil aViu 

22. .51) 1,200 

1 t4M 

1901 

aTS.aig.jHs 

4i,tSI8,r>n 

26..V)(I,:SI1 

29.074, Ul) 

2Si,2bl,H4(> 

26.'>,8in.C4S 

271.7:11,259 

2»,IK5.2fi2 

25.ft)l,4:45 

27.862,4)52 

1M.3 

u.n 

lOOO 

268.3R},rti5 

1 

ZcV. OU«, 444 

<i 1 7. 51 1 

1 1 

:i2,5oo,;iwi 

u.e 


f monometallism in 1871, but the measures taken 
^eie inadequate to prevent a dram of gold abroad In 1897 she 
m^erted to monometallism and took measures which have proved 
effect e >n retaining tlie, gold annn^d in the country. Thc^iverm.^ 

to trade of Japan during the six yeaiss prim- 

isl d “A'? Jtolil standard •\v«re!sjr 

low Ti 8-)7 yen.^ Six veai^s fol- 

cxporui, 231,014^82™™.“'"’“ 2T1,641,5C0 yen: 
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Value in copper cash of 1 tael, Shonphai currenev. 


Cash. 

.Tanuary, 1871 1,56C‘ 

•lulv. 1871 — . - 1.6(K) 

Cash. 

January, 1888 1,420 

July, 1888 1,420 

T*inii*irv l.fVIO 

JanuaiT, 1889 — 1,400 

July, 1872 1.560 

Toiimirv 

.July, 1889. 1,410 

JaiHiarv, 1890 li JKjO 

.Inly. 1873. - - 1.620 

I'lini'irv IST*! 

July. 1890 1,3:30 

Januar\% 1891 1,330 

, Inly, 1874 - 1.615 

July, 1891 1.370 

January. 1892 — 1,380 

Inh' 1S7r» 

.July, 1892-__. 1.410 

i^7ft 1 riliO 

January. 1893 — 1.410 

1VTU 1 iM) 

July. 1893 1.380 

— 1, 

Y •«%»««•» i»«« 1 0*7 1 liOil 

.January. 1894 1.380 

loll ^ 

Tiilir 1«77 1. 470 

.July, 1894. 1,330 

i^7i{ 1 440 

January. 1895 1. 320 

Tiili* lW7i^ 1. 44#> 

July, 1S9.5_ - I.:i20 

ill • 1 r> 4 <»- - - ** •' 

T.> •• 4%.* *»«• 1070 Y 400 

January, 1800 1* 2JiO 

ioi«f — 

T,,!,. 1070 1 450 

July, 1896 1.240 

T. «•»«•.» %•«* 1 tf CA 1 *100 

Jauuaiy. 18.07 1,220 

0(iini<ii«>» loo^i ' 

July. 1880 1.490 

T *1 filial 1*1* 1 

.July. 1897 1.250 

January, 1898 

• PUIUI(1IJ»9 IcVl 1* » 

July. 1881 — l.[*20 

1 ^ ItflO 

.Tilly, TSnS-- - I.IW; 

January, 1809 — Itl'^ 

iJUjIiIUIi« Ioo«* J*"'/'' 
T..1— *100*1 1 r»^o 

July, 1899„ 

Jiuy* 1 w-i *• •'*' 

T. >•«•«<! t««* IQC'^ 1 520 

.anuarv.lOOO 1.190 

J;uuuir.\. ----------------- 

1 oo*> 1 500 

iulv.imk) 1.200 

July. 188.L 

.Tilly, l.SSi - l.W 

January. 1885 t4.^ 

.Iul.V.l»» 

Januurj'* 18 S 0 

.Tilly, 1S.S(L.._- 1.^ 

July. 1^7 b.390 

Jamiary. 1901 - — - - J--J9 

July. 1901 ;-2 0 

,1 illlUUI J , ^ OAA 

July. 1902 

January, i' idn 

July. ;■ 

.Jaiiuarj’, 

May. 


ValHC in copper cosh of I Halkican tael currency tTicnIsIn). 


Casb. 


1883 

1884 

1885 
1883 
1800 
1801 
1892 


3.286 

3.286 

3. 286 
3. 074 
3. 074 

3. 286 
3,263 


1803, 

1804. 
1895, 
1896 

1807 

1808 


Cash. 
3, 155 
3, 157 
2,018 
2. 7:i0 
2.625 
2,612 


2. MEMOnl.M,S TO THE CHINESE IMPERIAT, GOVERNMENT. 

PniNA OF A GOLI^STANDASD 

(a) Memobial 

Presented hy the Chinese minister to nussla. 

Owing to the fact that the United 

commis-lions have been to to China to confer upon the 

the American comnussioner IS nmv^ou is respectfully 

coina^^e nue.stion, this memorial has been p j . j | glance. 

printed, and we humbly bej, f 1 SLo have appointed 

^ We beg to state that the United States a Governments 

a speciafeommission of experts to to confer upon the 

of Great Britain, France, Germany, and Kussia 
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subject of tbe relative value of silver and gold aiul to consider a nioiie- 
tary system for the Chinese Oovenimeiit. Your hnnible servant 
received a telegram from the board of revenue saying that he should, 
upon the arrival of the said commissions, appoint an olliciid to listen 
to their plans and re|)ort upon the matter to the boanl. I am now in 
receipt of a letter from the American coininissioner, Mr. Jenks. saying 
that he has received instructions from the President to procce<l to 
China and make a thorough investigation of the matter. 

The United States is well known for its snece.ssful handling of 
financial (juestions and at the same time has always showed gr(*at. 
friendship for China, so that we should certainly ae(v])t without delay 
this energy of hers in our hehalf, wherein' she wishes to develop a 
system for us. I read with due reverence the Imperial e<liet pub- 
lished in the third moon of the present year, by which Prince Chdtig 
and Chil Hung-chi were appointed to consider and deal with the 
whole question of the monetary administration. I am pleased t(» see 
that the monetary (juestion is considered by the throne to be one of 
great importance ami requiring lengthy eoiisideralion. 

In the inatter of a monetary systeni the coinage is the first thing 
to bo considered. Vonr sc'rvnnt begs (o relate in detail to tbe Empress 
Dowager and the Emperor the e.xact state of affairs both foivign and 
domestic. The question of coinage is in itself a nation s own alfair; 
blit nowadays there is not anything in business, coin in (‘rets or jrovern- 
ment that does not mulnally involve (ho people of difrereiil nations, 

. % A ** 1 eign exchange. If the iiionetarv systems of 

the coimtrie.s do not agree, it is impossible to prevent loss! to have a 
good monetaiT sy.stem a country must have a definitidv fixed coinage, 
using gold, silver, and copper at a definite fixed ratio. ‘The coins must 
I ® pattern, value, and finenc.ss throughout the country 
if the best interest of tlie people is to lie considered and it is desired 
to secure the faitli of foreign nations. Those who have a gold 
standard do not, for that reason, suffer any loss in exchange, and 
international intcrconr^^ is easily arrano-ed 

.vonrl.v output of roIcI. 

Tf thi oponl concern lest it be not enough for the supply 

pL ^ As to the output of silver, there Is no 

nd to It. The p'cator the supply of silver the cheaper it gets, so that 
the pre^sent higH pnre of gold is not in reality tha gold t Zt 
rather that silver is cheap. China has made a practice of iiLi" silver 
and consequently using this as a standard, the Chinese consi<fer that 
gold has daily got cn Hearer. Other countries havfe niade a nrac ee 
of using gold, on the other hand, and hence. usin«- this as a st indard 

K a s/ssst laSr St 

increase of gain* Therefore if Lp the other man’s daily 

are in just sue a ca^ baw™ ^^nod silver for moiiev we 
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uncut cloth for clothinfr, for uncoined silver is nothing more than a 
product of the earth. Other nations consider silver merely as a com- 
moditv and not as money. 

^ ^ jt . • , *111 1 * 


luUion's own proHt as well? It is equally evident that ns the power 
of gold increases the power of silver decreases, consequently a country 
will snare no ell'orts or endeavors to regulate the expenditures so that 
her depeiidencv will not he a burden to lier. Wlmv is there another 
nation as rich as China in land and subjects wlncli would not si)eedily 

''‘'itfs veiVevi<ieik H-on, thiit nations which have not a 
anl hilt keep on with silver at a ilchascd value, will siif or. li e sys- 
iem of cofnifpe as ailopted hy the other nations has a fixed lailiie 
relation to eaeh otlier, and althougli there are exeliaiigc chargis, tlic 
in-irket value is approxiniatelv the same, so tliat hanks have no cliange 
o mn<>se ilpnn the people, nor have foreign mercliants any opijor- 

goid,'siiv»^.mrc;iiV‘'^^^ 

piece being worth so inany "“[;’.\;.l.,tive vidue, and it irnisM. 

traders will of the country. lH)th 

It will he to the ; ,omo confnience 

|,i,siness-wdse and IK. li tiea b. ] inicrcoin-se it w-i 1 


nriee of s ver. it neing • 

thedangerofanseoriai.... ..-^^ ,,p, „! will 

fore, to (leteriniiie loss oi ^yjiy. Enfflands coin* 

accniniilate, and it will ‘ ,„,vance, and Japan’s rapid 

— ntal reason, and the henohts 

•■'S' a tr^ 

ubont: and tliosc who object haM sonu t. fp«red 

vour servant i)ogs to 


vmir servniii 

m spite of what the opposition may say 


1.0 object have some reason m. ^ 

state that there is 4,,^ pl„T, and he will 

mav sav against tut piu* 
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j)i*o(*oo(l (o explain in detail. The ()pj')r)si(ion In’iii^ up eiglit coiitits 
against the plan, whieh will he taken up one hv one, 

T*.* 'jjI il.y'vt* m • . • 



lu JUKI rroiii silver to gold, gradually. Tliere will he no 

^sudden jump from eopper over to gold. Krom (he (ime when harterimr 

was done with furs, hides, rice, and cloth up to the present <lav 
peojile have usimI as a medium of exchange, tirsi iron, then Conner 

I hCIl jHkI rrn\A y] « I .• ? 1 « • 4^. . j .1 


jiau- ns n inociiuni ot oxduuiiro, lirsi iron. Ihon coDoor 
then Sliver, and then gold, going gradually from one to another.' 
ihe chaiiw could neither have been checked nor c.iild it have been 
loiced. Ihere is. (hen. nothing to he concern<‘d about in the first 

^ Oil I ll » 

The opposition hold, secondly, that China is a large country with 
^ery many people, and that (here is not enough gohl ..btaiuable to 
t lange m a day to a gohl standard. 'J'hey do not understand that in 
naugnarating this system the de.sire is to let the other nations know 
n, we real y have a gold reserve with which to guarantee Uie^I- 

o\ci this Mil pievont the los.ses sustained in trade hv the sudden 

1 1C expoits. It Will not he necessary to eoin much gold for use in 

posf ’ The ‘'I-'X- " ill l.e .is.mI fo.- this pur- 

pose, ihe gold leserve of India is not 10 per cent of the amount nf 

=SS-3ffS=A??T=-s 

This ^Kse'thfS illso'lo 

silver for commercial use Then iL m order to obtain 

;-n<l issue silver tr.l^'ii thlC.kt' ThrM"'”" ""i' "P 

hen.sion about regulatino- the sunnlv nn, i ^ j »PP>*e- 

of the opposition. ^ ^ ^ demand — tlu* seeond count 

finene^, sCort count, 

to rSnuunfh^ of supply wil/be 
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iiionace to tradt* and slioidd he proliibited by law, just as weights and 
measures are established by the (government. Once establish a 
national coinage and this practice, though not forbidden, will stop. 
Traile. moreover, will iu*osi)er and all business interests Hourish. 
There will be more need of large banks and the small banks need have 
no fear lest they will have no means of making money. Tliese small 
gains will be forbidden merely that they may begin making large 
gains. So much for their third contention. 

Now for the fourth count. Ih-ominent official men of certain coun- 
tries ridicule Chinese officials because in the collection of taxes and 
duties they use silver and copper of various different kinds, and they 
manipulate the discount and exchange so as to appropriate money to 
themselves. Thev sav that the salaries of tlioe officials are so small 
that thev dei)eiKrupoii this to make up the difference, and as the estab- 
lishment of a national currency would take away their livelihood the}^ 
invariably set ui) a howl of o])position to it. In this the proniinent 
foreign officials do not take into consideration the fact that reforn^ 
are made for the benefit of the people and not for the benefit of thew 
mermiarv officials. It s merely the fact that the ciirrencT is unstable 

that has brought about this wretched state of 

were uniform this practice ot ap|.rni)riation of funds Mould ix 

‘lift! oh^^^ris'h^'lhe m^^s iu’ihe various provinces now 
reckon npon a surplus to make «P 

ifi^rtlmv Mmuld 

;l“„c;:\loer not Lts^?d^ 'I'er"-!''-" 

tliat'thcre can lie no brancli , uniform coinage system and 

The very fact that we pmvinces'heretofore 



guish between this place p,„,,ed to the sixth, 

Thus disposing of the .^‘-eral millions is reck- 

Vhieh is this: Cluna's fure.pi ..d« n t ^ ^ o ^ 


;;::c;:i;:memal treaty insi^oi^^u;- 

■ulontion of a definite monetai\ s\sttm «> , j„ ,)ur belialf. If 

““IS 
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the balance of trade In'ing constantly aj^ainsf us, fonn^ii Jiicrchants 
will be sendiii" all onr money Intme, aiul our ** ^old coitia^c ” will Ihov 
outward as fast as we can coin it. TIkw ilo not understand that when 
imports are ^reat and exports sniall, money ;x<‘ts into the bamis of 
foreigners and the amount of money on (be niarbet is small, If tin* 
amount of money on the market is small its value is high, ami with 
the money dear prices must go down. The fonugji iii(‘i-cbaiits will 
compete against each other in buying, so our exj)orls will increjise am! 
our money return to us. Again, if iiionev is sviiiro llien the priee of 
foreign commodities will rise and tlieir sale will dimiiiisb. If the sab- 
of foreign goods diininishos. they will bring over less and money will 
return into circulation. Moreover, if money is sean-e tlm rat»* of 
interest will go tip. 

If the rale of interest goes up, then foreigners wlio bad counted on 
guiding their money home will leave it here for the ^ake of (hr |ii;:li 
mterest. France at the presemt time has l.'i.ooti wan (wan=10,o7H) 
.. l.‘)0,000.00()) francs deposited in New York at interest, wiiicb she 
does not take back to Enrojie. C’liina s imports i-xeeed her exports 
from 10 to 15 million taels a year, but the actual silver, insleafi of being 

in China again bv the foreign mmebants so 
(hat even if it is not in the humis of (he Chinese themselves, still that 
IS not to their disadvantage. Take Japan and Russia, for evaniole 
and see their statement of (heir exports and imjHirts of go„ds as com- 
partHl to the inflow and outflow of their wealth since (liev adopted : 
gmid standard. There is convincing proof. Tliese (wo c.mntries als. 
feared the very same tiling, namely, that (lieir exi>orls wouhl be 
small and tiieir gohl would flow out of the eounirios. Hut we .am 
^e from these countries that there is nothing to fear on this groun.l, 
IS tlu^ seventh ol)jcc(i()n ruisi'd. 

officials of some eoimlries claim that the (’hi- 
nesc <110 fond of talking. Iml never do anything, and that they stick 

l*"'- *‘<>opb*<l in rieiltsin i-..m,i.7 


\ 

SO 


into consicleration [he fact lln.t \l« sCilniKMl' pa,';™^ 
tage in any way, so tlie two thin#^ are nofali l e a il/ 

::l ESST car "E 

use them quite extcnsivelv Is not 'thi "l"' 1”"'"'”'^ >'<'nie to 

can he intiodnced, and tfi-'.t it wd ^ 

for [heir eighth and ia.Ydtjootion " »■'«? «« mn. l, 

gained and the flanl^ll^voided ""c 

;[^t.gat.„g the two eon..., the. riea^r™!^^ t 
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but SI single noiuenebiture. One gold piece is worth 5 or 10 or 20 sil- 
ver pieces, as the case may be, ami one silver piece is worth so insuiy 
copper ones, and each piece has its own particular name. Having 
establi'^hed the relative value for the coins for the whole country, no 
other coins will be allowed circulation, nor will there be the slightest 
ditl'erence in weight. 

The reason for such measures will be to prevent all chances for cor- 
rupt i)ractice. In China we use taels (ounces) of silver. These taels 

..... ... ^.^1.. ^ I- 1 ^ ^ wAwrU# null ow nnt tlio Clf ?II1V 


Ihc ()\ince itself diffei-s greatly in clinmmt parts ot unina* ^niui 
onlv increases the chances for tricky reckoning among the Chinese 
theins(‘lves. and has long caus(‘d our system to lie rejected by the tor- 
eigners. Once dispense entirely with the name “ tael and introduce 
a national uniform coinage for the whole country, and our financial 
relations at home and abroad will have stability. The Ameiitan 
commissioner at the time of the conference called our 
coin a tael," but that was only because there "’f tLn ^ht th^ 

and he used the old one temporari y : w. m^cm^ 

new coin must of necessity be called a ‘tael. " name of 

coins bv the name of “wen" and our silver ones by the oi 

- yuan." We call our silver pieces “ yuan " because they aie lou , 

and “vnan" moans round. « vnnn ” in ancient 

EE Hi f f 

benefits. In ITupeh th(\ ^ - . soldiers, the salary of the 

silver dollars came into use the pi > ; paid in dol- 

ofHcials, and the school expenses "eie e P 

lars. They have used this system here or to 1«. the 

L.se. then otl.ors will come to ‘he^n'e ; ,t„ 

As to the we frl>t of "f'' ■<«»• the habit of «S 1 .^ 

consiflcration the , of otlior countries, and then inaki 

os nell as f i.Hostipatio^^ of the state of 

iTfrnlation t)y law. Af ei a 8 ^ t|,„t we shonhl < e- 

atl'airs both at borne and alno.id. it ' . n . q -;^ ounce (as in tin 

, i,le upon the now pencrallv ns<d j „„(! adhered to, and 

yiexican dollar) as the standard o be aclopie ,i,o pen 

not retain the useless and ’'""^inoEmalVrash, which would he a ven 
system 1 yuan wonld lie worth 100 ,i;,„ascd this matter with 


;;;;:t;m‘ryuan womd l.^rth .100 this maue^w.^ 

simple systein "> xionetary Commif^io'b _ j , 


simple system m exchanjre i .mu - • • - Commission, aiui ne .u- 
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be too heavy and too large, and, besides, no counlry lias siiclt a (roin in 
use, nor, for tliat matter, is there any such coin in use in llie ('hineM* 
market. If China really adopts a coin of the weiglil of 0.72 of an 
ounce, it Avill be more convenient and bring mucli better results. 
Mexico is now considering the adoption of a coin wortli just half of 
an American gold dollar. The new coin is to la* of the same weight 
as the Mexican dollar, which has long Imhmi in use in China. 

If wo adopt .such a coin as this, having a definite value with D-lation 
to the American dollar, then it will have a definite value with I’clalion 
to the coins of every other country, because tlie American dollar itself 
has a definite relative value with the coins of other countries. Tin* 
matter of exchange then will U* perfectly simple and also definite, 
which will be most beneficial. If our coin then has a definite name 
and weight, we can arrange a table of values relative to gold.. For 
example, 10 silver yuan can be worth 1 large gold coin and f) silver 
yuan can be worth 1 small gold coin. We can also coin fractions of 
the unit and have coins of one. two, and five tentlis of that value. 
Then we can divide these up into copper coins and liave the small 
silver 10-ceiit piece worth 100 cash. We can contiiine to usi* the eo|>- 
per coins now in circulation and will not need to coin new ones, ■^^'e 
can add new ones, however, of 5, 10, 20, and 50 cash value for conven- 
ience and to accord with the system. 

After deciding upon the name and weight, we must consider, sec- 
ondly, the amount of mone}’’ to he coined. Every nation must have a 
certain amount of money in circtilation. 'Fliis depends upon the 
number of inhabitants and their standard of living. .Statistics show 
that on a conservative average Americans spend in one month $15 per 
man, Frenchmen spend 100 francs, and (lermans spend 28 marks. 
'I'he Chinese, according to the experts, are an economic j)(‘oplc, and an 
average of $2 per man is enough. That being (lie case, the coinage 
for the whole countiy should be limited to 800 million dollars, and 
\yc could at first coin only a quarter of that amouut. or 200 million 
dollai-s. Of this 200 million dollais 15 jier cent should he made into 
gold coins and the rest into silver pieces. In every 51^100 there slionld 
one gold coin of $10 value and one of $5 value. The remainim^ 
$85 out of the $100 should be made into silver coins* ^ 

Then, as to the place for the mint. All who have given the matter 
any consideration say tliat a central and important place should be 
chosen, and that there should not be a mint in each province. The 
important matter, however, is the establishment of a uniform method 
at the chosen mints, and not so much that we should have a simde 
mint. Russia formerly had her coins made in Oerninnv, and several 
conntrie.s at fii-st entrusted the making of their coins tootlier nations. 
\\ hat \yant is that the mint shall he in a convenient place, the arti- 
Miis be slalled men, -ind that the coining Iw done rapidly. China's 
first SI ver coming establishment was set up at Canton; (hen another 
was establish in Hupeh, both at the instigation of Chang Chili-tun<r 
Other provinces then followed suit and erected mints, putting out 
coins with the name of the province stamped thereon. ^Xow,^if a 
change is made and coins of one kind only are manufactured it is 
still possible to have branch mints in each province in order to hasten 

Trying oTi\w -- inlo cii^eula W" 

^ e mixing of alloy must be done according to the principles of 
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clicinistrv. Tlu* mold must lx* I'mely onp'aved. The design must 
be decided )>v imperisil decree, so as to insure a uniform coinage and 
j>revent counterfeiting, for if tlie coin is to be worth more than the 
actual amount of silver therein, counterfeiters of the coin themselves 
must be ma<le to sutler and not the ignorant users of counterfeit 
money. As to deciding upon a de.sign for the coins, the Chinese have 
always useil the dragon as their symbol, and it would be well to stick 
to it.' Then the tlate could be engraved upon the coin, but not neces- 
sarily the name of the province, so that there may be no apparent 
difference ii^ the coins to outsiders, and the coins may have tree cir- 
culation ev(‘rywliere. If it is desired that the coins of each province 
should have some means of being recognized, some mark or sign could 
be made in the design (u* in a stroke of the design, that the coin may 
be recognized on close inspection at the mint where it was made. 

The third thing to be considere<l is this, when the old silver coins 
are called in and the new silver coinage decided ui)on, all coining of 
the old kind must be stopped and the old money be taken in by 
de^nves f(ir recoining. 'Flu* output of the new coinage will then 
increase daily and its use also be extended day by day. Kor the first 
few vears, iii taking back the old coins, the Goveniment can not but 
give'the full market value of the same, in order to give the peopJe 
assurance in the matter: but after ten or more yeai-s the coins can be 
bomdit at the rate of onlinarv silver and it will not Ih* necessary to 
conSder them at their coin value. Moreover, the new coins wi be 
O'* ner cent pure silver, and the remaining 8 per cent, which win be 

to tlu. country .uakin^ th.. co.ns not 

foreitmers. As China heretofore had no fixed 



ir i;; 

"‘imVrSe "do'iiiey not ahvay=t count upon H,r 


tl 

tl 

starts a new 


GOLD STANDARD IN INTERNATIONAL TRADE. 


190 



<1 KlaJi » C >> IMl lU IllillW MiK’ii tnnixiyy u \ v i m j j i *1 * * ^ 

borrowing only as niucli as w<* can <*oin, and tln*ri‘liy reducing H»(‘ 
ainojint of interest we must pay. S(k if we decided to coin 2t)0 niil- 
lion dollars, wc can divide it up and lirsl ben-row 1.') million dollars 

t y y •.! . \ • A \ 'll* i* 


<r 


***. ....... ..... 

old. and. with this amount buy oO million ounces of silveu* biillicai. 
IVilh this we can coin more tlian )50 million dollars, and with the 
new coins buy silver bullion again. Thus wo can buy and coin, buy 
again and coin again, and so on in an endless circle, gradually making 
up the whole amount decided upon to be coined. But in making this 
loan we shoidd consult with the prominemt business nnm of the vari- 
ous nations, and not drag the nations themselves into the allair. for 
merchants are alwavs .'sdicitous for the s(*curitv «»f their intc*rests, 
and will necessarily desire that (1iina have no s<*tbacks. but be at 
peace. The (iovernments themselves, however, scvretiy wish us to 
liave trouble and to bt*come involved. Therefore a commercial citizen 
thoroughly acquainted with financial all'airs should be selected and 
appointecl by the throne to proceed as a special deputy to the ditferent 
gi*eat nations and investigate the whole cpiestion thoroughly, discii.ss- 
ing the matter with the prominent business men and financiers of the 
world. At the same time he can inquire into the business methods of 
tile various countries and look for an opportnnitv to make the loan. 
But he must not, by any means, borrow thruiigli' the oflicials of any 
country or allow any foreign Government to have any intei-est in the 
loan. This is an important matter which must be managed witli care. 

Fifthly, let us consider the matter of putting the new coins into 
circulation. This is a matter which rests entirely with the (lovern- 
ment. '\Y]\Qn the (fovermuent has decided upon the date ni)on which 
to put the new coins into circulation, they should pay all the officials’ 
salane^ and soldieis remunerations, etc., in the new coins. If, at 
first, the usage in the general market i.s not o.xtensive, then the Gov- 
ernment can make regulations requiring that the now coins be used 
m making payments due the Government. When the provinces 
send in their returns they should lie i-equired to send them in the new 
currency. I he customs officers should accept no duties unless paid 
according to the new system. Thus it can be pres.sed upon the people 
gradually until in each proi’ince it can bo made a laile that all col- 

When the popiilace sees the great advantage ot the new system how 
easily ,t is reckoned, and how it puts a sto"p to the “ squeeze " of Z 
various kinds of money sharks, will they not realize what a nuisance 
the old system was and gladly adopt llie new one? Tlie eastern and 
southern provinces favored tl.c use of the Me.xican dollar fol tl^e 
Aery reasons, and the longer they used it the further its use spread 
Suppose ^me one ^lys that the new coin is not i-eally worth its face 
value and hence it is not to be expected that the peopVwill take any 



200 


GOLD STANDAKD IN iNTEftNATIONAL TRADE. 


stock in it. Just let such a person know that the old silver, though 
full weight, will not purchase goods in the market, whereas the new 
coins, although they are only 92 per cent pure, are current everywhere 
and that this is the case because the authority to put a new coin into 
circulation and to put a stop to an old one, reks with the Government 
alone. 

Lastl}^ we must make the people have faith in the new system; the 
people of China as well as the people of foreign nations must have 
confidence in it. Your servant has already discussed the subject of 
how we should give our own people confidence, and now as to the 
people of other countrries. AA'hen the new system is put into opera- 
tion, w’e should take the gold we have borrowed and deposit it among 
the various foreign banks, thereby letting all nations know that we 
have some gold in reserve. A statement should be made of the money 
taken in and the output of the mint each year, and this shiteinent 
should be forwarded to the foreign ministers in Peking. This is also 
in harmony with the general method in other countries. It is evidence 
of the way in which things are being done, it clears away all suspi< ion 
of fraud, and it insures trust in us throughout all the world. If the 
reports of the Chinese imperial customs were not published in this 
way each year and distributed at home and abroad, who would put 
an V faith in that system? 

The above six suggestions for a monetarv plan are merely whatyom 
servant has gathered from time to time from foreign books 
of methods of financial administration. They comprise what he has 

seen and heard in his travels of the last ten or 

and America, as applied to the present situation in whieh Chma h i . 
hei-self in relation to other nations. The who e ma ter 
extensive investigation and thought upon the suhject ■ 

Lui-se for the nation to pursue in its effort to deou e ■> h"n 

financial policy. As to huihUng tip the "f 

mmmiMm 

and still no one has come forward who ” VIonstant self- 

The plan I have suggested "O"'''. ‘In tl at the United States 
protection and a „o\v eoniing to China, it is inv 

commissioner, Mr. .JenKs, pwi / , , i nr.nr»iiit some high ofli- 

humble opinion that the on 

rial thoroughly ™.^d in As the day of 

these important ^ '“3 little ability I pos-sesss 

Mr. Jenkss arrival is '“'f ' little ignorance as possi- 


humble servant has with all ‘'"“3nal which he craves may 
contrihution in the form of a n cmoi.al, wliicn 

given the favor of the Imperial glance. 
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(6) Memorial of the Board of Revenue in kk Sale of Offhk to Rmsf Funds 

FOR A (lOi.i) Reserve. 

We have made further investigation of tiie sn;rg<‘>itions siil)niiH<*«l 
by Hu Wei'le. the mini.sler to Ilnssia. in his memorial on tin- reform 
of the cnn'ency, in which lie asks that ^old coins may he issin*il in 
addition (to silver). His report as to the advanta^fes and disadvan- 
tages is very thorough. Keeeptly there have heen iiiiiin-rfiiis diseiis- 
sions of the financial administration wliich have siig^o-sled that 
Chinn oii^ht to coin gold to relieve the situation caused hy the depre- 
ciation of silver. We, ymir minister.s, have lalom j)ains to investi- 
gate the subject very carefullv. and find that at jiresent all tin* 
nations on the glohe, except China, have a gold coinage: that gold is 
dear and silver cheap, and that on this account trade sutlers mii(*h 
injury, and that witiiout the coinage of gold it will lie imjio.ssihle to 
prevent it: hut a supply of gold must first he olitained hefore then* 
can bo a gold coinage. When dapan was about to adopt a gold coin- 
age, she first collected gold for ten years hefore proi-eeifing to mint it. 
A great deal of gold is hoardeil by the Cliinesi* peo])h‘, ami simply 
because the government does not iis<* it, it is unnec(*ssarily wasted in 
the manufacture of gold vessels and ornaments; besides not a litth* 
in recent years has lx*en exported to other countries. Jt becomes vi*ry 
necessary, therefore, to ailopt some method to .secure a reserve of 
gold which may meet the demand for minting purposes. 

As to this matter we find that the memorial of the bureau of 
national administration has already received tlie sanction of llu* 
Throne, and is to the effect that they propose' that jiersons who wish to 
puichase restoration to lost rank and those wlio desire to purchasi* 
promotion, as well as those who want to he advanced on the list of 
e.xpectants by making suliscriptions and thus secure the right to an 
earlier appointment to fill a vacancy, shall he recpiired to pay one-half 
of the sums respectively recpiired in gold, Treasurv standard, at the 
lateofl ounce of go d for;^2 omiees of silver: that, as to the applica- 
tion of the rule, as tho.se who are to purchase res((u*ation tti rank arc 

t thev^Hh ^ pm-chasc only the former rank and notliing above 
It. they sti 1 more ought not to he allowed to puiTlinse the ri‘rht to 

retuin to the particuhir post formerlv held, and that the privileges 
accorded under this rule arc not to bo allowed in cas^s hi 
iemo\al has been for comparatively serious off'eiise.s; that in the case 
of those who have never had official appointments and desire to send 

nue, ''hicli should take the mutter into consideration and fiv 

“ R^pect ‘‘ *'« as proposed.” 
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(() Mkmobial TiiK Financial Commission in lu; Establishment of a 

National Bank. 

This ineinorirtl propusing that the hoard of revenue should make 
trial of a national hank so as to facilitate the circulation of silver coins 
and thus aid the financial administration and increase the sources of 
wealth, is reverently suhmiltetl. with a prayer for the favorable con- 
sideration of your majesties. 

Some time since, we. your ministers, presented a memorial, sug- 
gesting that a mint shoiiM he established at Tientsin for the coinage 
of silver. The erection of the buildings has already been begun, and as 
soon as (he machinery, which has been purchased, shall arrive, mint- 
ing will at once liegin. and thus form the commencement of the reform 
of the financial administration : but the purpose in this present coin- 
age is by a reform of the momdary system to secure the general cir- 
culation of the coins, to call in the silver sycee heretofore u^d and 
irradually coin it. as well as to issue paper money and to coin gold. 
'Phe important factor in this arrangement will be the usoof the money 
l)V the treasury in rec^eipts aiul payments* and it becomes more than 
(‘Ver necessary to establisli a bank to aid in the circulation; only so 
can the scheine he put into operation without liindrance. Heretofore 
China has had no hank; although the institutions which i.s.suo notes 
and the cash shops estalilished hy wealthy pei'sons in nl the provinces 
are of the same character as hanks, yet no Imperial / 

been established to form a boml of muon among them, and 
been impossible to depend upon them in ‘I'^tributnig theGov^^^^^^ 
surplus or making up its defh-it. This condition of affairs has long 

been comprehended by your majesties. 

Some time ago the expectant metropolitan official of t 

meinoi-inlined .ccoinim'iul.ng the ' "f to' the south to 

will show. But the aforeiuentioued gent eiiiaii lias gout lo i 

oiie shai-es to ea.n the P'-V’l‘“ "P‘’™,TlK:'tiul^ f-' 

the conimeiicenieiit of the ' ‘ ^ establishment of a bank 

the reform of the luonetarv sysUiii, nrcronf, imnor- 


ink experimentally, that it may ' 

cee.u iw v»i^v 1.,*' .. -laiiKtxp ‘nf the coinage. Hie -- 

nirtuit • — ' "■ 

sons whv the board of i'*‘vcmue sluiuld 

rial was subiuittecl on the iSth ol me m 
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Knang-h:^u, suid an imperial rescript issued sayinjr: ” il l>e as 

pi'oposc'd.” 

“ Respect thLs.'*" 

3 EXTRACT EROM REPORT ON THE FORl-NCJN TRADE OF CHINA 
FOR THE YEAR 1!H«. BY MU. .1. W. .7AMIESON. (’OMMERCIAI. AT 
TACUfi, TO ms .\IA.TESTY’S LE(JATION IN PEKING. 

[No. .*11*80. Annual sorlos. Uoforonc'c lo pravions rojinrt. St»rli*s Nn. | 

[Shanghai, .Inly 0, lOii-l ; roreivinl at Utrov^ii oiWvo August 1.1, itini.j 

The average rate of exchange for (lie Ilaikwaii tael in liKKl was l.:» 
per cent higher tlian in 1002, and the chart will serve to illustrate the 
tortuous course it pursued in its progress upwaial. h'oi- tin* tiist six 
months the average rate worked out (<» 2s. (kl., against 2s. Uild. f<u* the 
last six months, a difference of lOi per cent, with (|iiolations, as a 
rule, below' the parity of silvei*. 


Value of fhtTAtl 
in Sterling. 

^/i 


1903. 

Jan. 


e 

1 

Apr. 

1 

1 

June 

1 

July. 


1 

Oct 


Dec 


BSSSS 


■■■■■■■■■■■■■■■■■■■■a 


irjaimikiBrmimBaiBnBiiB 

BBBBBBBBB^BIBBBBBBBBBBBBBBBB 
BBBBBBBBBBBkmBBBBBBBBBBBB 

BBBBBBBBBBBBBBBBBBBBBBBBB 

BBBBBBBBBBBB.IBBBBBBBBBBniBBBBBBBBBBB 

■BBBBBBBBBBBUBBBBBBBBBVtIBBBBBBBBBBBBBBBBBBBBBIgBB 

■BBBBBBBBBBBBBBBBBBBBBUlBBBBBBBiBBBBgBiBBBBBigBB 

■■■■■IgggBBBBfc'IBB^BBViBBBBBBBBBBBBBBBBBBBBBiaBBB 


H::s::sBBBiSBi:s::sB 

BBBBBBBBBBBgBBBBBBBiB 




■■■■■■BBBBBBBIHIflBBBBBBBBBiiHBiBBBBBBBBBBBBBBB 

^^^^^m***"**""*”bbBb88bBSSSSBB88B8SB8SSSSS88SSS 


ClIAN(iE OF STANDARD. 

On .Tamnu-y 22. 1903, the Cldnese charge d'affaires handed to the 
Secretary of State at AVashington a note, accompanied hv a memoran- 
dum, wii^oin the Chinese (lovernment. acting in concert with the 
Mexican Oovornment, invited tlie cooperation of the United States in 
^^eking some remedy for the smdous los.ses intlicted on tlie commerce 
of ^m^biill?m? st«»tlard countries by tluetuatious in the value 

\ kv one couched in similar terms, addressed 

” ^00 m' the Mexican ambassador on Jamnirv 15, and on Janu- 
ary 29 President Roosevelt transm itted to the Senate and House of 

^Acting under the nforementionod luomorlnl nnnpAVAii i.i. 4 .k r» 

SS;’ ? 

Si at>«nrn» ^ 
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Reprcsontiitives ii message recommonding “ that the Executive be 
given sniiicient powcn-s to lend the support of the United States in 
such manner ami to such degree as lie may deem expedient to the pur- 
poses of the two Governments'* 

Acting tliereon, hotli Houses of C’ongress passed an appropriation, 
enablint; the President to cooperate with the Governments of Mexico, 
(’hina. and other countries for the purjiose set forth in the message, 
and a commission of international exchange, consisting of Mr. II. II. 
Hanna. Mr. C. A. C'onant, and Prof, deremiah W. Jenks, was ap- 
pointed. The Mexican Government apjiointed two commis.sions, one 
to make careful examination of local c(jnditions in the City of Mexico, 
the other to procure an understanding with other interested countries 
as to the best means of carrving out the eml in view. 

The Mexican and United States commissions then approached the 
l(*ading ])owers having commercial and financial relations with silver- 
usim^ countries, and after their aiiproval of the principle involved 
had been secured. Professor Jenks came on to China to lay the com 
inission's proposals before the Imperial Government, and to make 
arrangements with regard to the jiraclical steps to be taken to place 

lie has of late been engaged in interviewing the high author tie ( f 
tlie metropolis and tlie provinces, and has Ihhmi greatly ■ 

udr sym Lthetic attitilde. , It is open to ques^nm liow.w^ wh 


their sympathetic attitude, it is open 10 

the able renre^mtations of tlie learned ju-ofessor m pei-son. 01 h ^ bn id 
eti ab ry tatiauH in writing, have really enabled tb- ; 


n^ntrocluco new eoh.s, .Ker nn. -P);- „„it of 
tlic befrinninfr to |ixo<l number of grains of 

value, not necessanl. <o.mcl. m. ^ j , („ ,l,e monetary nni 



market demand arose 
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The nccessily of ninkiiipr provision Jil llu* outset for (he jic(*iiinnh>- 
on of a gold reserve, wliicli will sulHce ni all limes to maintain (he 
irity of the new coins, is strongly insisted upon. I'o the (pieslion. 

T_T^v*« 4 Ik 1 a« ^ ^ 4 1 t y l^\ ■ i k I t'ft ■ « / \B I 


oininission 
lue to tin 


111 gohl granted by the treaty powei-s in respect of indemnity bonds, 
would have to be devoted exclusively to the requirements of (he new 
monetary system. (3) That if the'scheme is to be carried through 
prom))tly in the most important trade c(‘nters, gold to a considerable 
extent must be borrowed against the security of certain s^iecific reve- 
nues, and that the jiroceeds of this loan, part of which might simply 
take the form of a gold credit, to be drawn against as circumstances 
called for, must be jilaced on dejxisit in Kurojie and America. 

After the establishment of tlu* r(*si‘rve provision must naturally 
be made for its replenishment, and (his might be done by means of 
an agreement on the part of the controller of the curremV in China 
to honor silver drafts drawn against the Chinese (ioverm'nent by its 
apits abroad in exchange for gold deposited in the fund. It niight 
also be possible to obtain supplies by an exploitation of the gold mines 
within the Empire. 

An issue of bank notes payable in the new enrrency is also contem- 
systein essential in order to impart elasticity to the 

It does not appear that in the new si-hemc due weight has been given 

ir" ‘"iKld be set up by the doiiTcstic 

lade of the countiy 1 he area of the IS provinces e-pials that of tl,e 

•inY tWe'™^ llic Balkan States, Turkey, 

■‘mnnnnm ’f ‘I'oinselvos hv 

'S; 1 ^ people, IS by no means one to he left ont of account 

bo laigely, however, looms the injnrv to the foreign trade in the eves 

HginjU' " 'ri tf <■* 

ones arising ont?f an expansion (ff domestic trade " in B "“^"“1 
the discussion which took “«‘»^mic luule. In the course of 

United States and Mexico the forinol"!*^*' of the 

randum dated April 18, 1903 ri-iSviim’Vli^ ® ‘‘i*®** 
trade of Mexdco inward and ontAvnv/l^ e statistics of the foreign 

demonstrate that the fall in the therein sought to 

Mexico a very considerable — on 

that on the one hand a given amount of appeared 

products than in former years, while on 

were l>eing disposed of in ine™ • Mexican 

which, converted into gold, showed no ad^nJ^lCver!®® P""®® 
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To ilhistrato tlie argument a series of figures was adduced com- 
paring tlio gold prices of imports and exports in the years 1893 and 
1902, and in order to ascertain to what extent China has suffered 
from the same cause, the figures of her foreign trade might be sub- 
mitted to a similar process of investigation. Tlie results, however, 
can only afford approximate indications, as the system of valuation 
adopted by the Imperial Maritime Customs has hitherto been far 
from |ierfwt, and the data for an extended comparison are for various 
reasons by no means complete. 

The following table gives the values in silver and in gold of 
China's exports since 1883, and shows an increase in the course of 
those 20 years of 205 per cent in silver and of 43.5 per cent in gold, 
accompanied l)y a decline in the gold price of silver of 53 per cent. 
In the fii-st decennial period the rises were GO and 27 per cent, respec- 
tively, and the fall about 30 per cent: 

Market value of export^i from China (cxcludinfj treasure). 


Year. 


Valae. 


Currency. 


IRS3... 

ISSg.. 

1K93... 

ISJW... 

IWifi... 

\m... 

imio. 

UKIl .. 

\m... 


Hnikimn tnrU. 
70. 107, WO 
ffi. 401.100 

116.638.810 
12K, 501,880 

148.293.810 
181.IBl.42n 
163,501. :«» 
I.W.OST.IUT) 
lie. 781, K» 
l.W.996.750 
160,656.760 
214.181..W» 
214.862.470 


Sterling. 


£19,660,1180 
21.706,03) 
ffi.061.9a'> 
20.4«.37n 
31.484.410 
21.846, 1«> 
24.3U.M» 
^.044, 420 
29.469.606 
24.667,ffin 
25.096,000 
27.843, fW> 
28.245.226 


Rate of 
ex- 

ebango. 


$. (i. 
6 71 
4 R| 
8 111 
8 2| 
8 81 
8 4 
2 111 
2 104 
8 01 
8 11 
2 111 
2 n 

2 7| 


The question non' uri^«s. have the 

hMlet^minS this point, examination has been nmde of 

Se'nee bet'w';.?' tlm gol^ l-Hce of silver 1893 and in 1903 
amounted to about 33 per cent. 

... .maht. a, at r« o..ta o/ <tar.„. 


ArtlfleK. 


Quantity cxportctl. 


1803 


34,038.667 


1003 


:«.829.467 



Increase or 
(lecreaao. 


Value. 


Ek^anH mid tK^ancakf. 





Value per 
unit. 


1808 


1003 


;.anH'aiid Wncake. „ ™ 5 .^ 2 ' 496..^? 

cwt. - do ' ' 'tia.iuo: l.2I8,067| 


RjiTC COttOD 


P^et \£ ^ 

1*3.8115 6 liSS 
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Computing the quantities of 1903 at the unit price in gold of 1893, 
a loss of £1,816,700, or at- the rate of nearly 10 per cent, ap|)<*ars to 
have been sustained. But it has to be borne in mind tlnil the fall 
of 33.7 per cent in the price of tea was due to causes other than those 
influencing the price of silver, and tliat had this article been elim- 
inated from the list, the figui*es, instead of showing a loss, would have 
shown a proHt of £211,835: 


Article. 


Silk 

Tea 

Beans and bcancake 
Raw cotton 

Total 


RoiKirt<*ti 
fiithi vnlnt*. 

1 

Vftlin' p^r 
unit. 

1 vaIiio 

at unit pHco 

of im. 

' 

l,428JNI) 
1,751, Kjn 

1 £ M. 1/. , 

P M 4 1 

0 n :t.7f 

0 4 p 

1 \H n 

111.834,2115 

5.4tW.57(l 

l,ri±’.8K5 

1,801.17(1 






A continuation of (liis process, appIitMl to a liir<r<*r ninj^o of exports 
^ a i • gives the following results (proport i<tn of 

total exports. 7-1 per cent in 1890; 77 per cent in 1903; fall in gold 
price of silver l)etween 1899 and 1903, 12.3 per cent) : 


Table khotcimj <{uantify and value of imports during the years 1800 and 190S. 


Articles. 


Silk ......pounds. 

Twi do. 

Boftits and bonn- 

enke cwt. 

Raw cotton .do. 
Aniseed, stnr.Um. 

Bristles do. . 

Cassia Hgnen. do.. 

Fans porllW. 

Feathers. ..cwt. 

Hemp tons. 

Hides cwt. 

Mata per inn. 

Matting ....mils. 

Musk lla. 

Natgalb cwt. 

Oib; 

Vegetable .do 
Es8eiiHa}...lbe. 

Rhubarb cwt. 

Sesamnm sued . do 
Straw braid.. lbs 
Tallow: 

Animal — cwt. 
Vegetable .do 
Tobacco Iba 

Wax, whit©.. cwt 

Wool lbs. 

wool, camel'e . do. 


! Quantity o&porto<l. 

1 

Gold value. j 

1800 


1K09 

1003 

37,500.400 

217,439,200 

* 1 

i 

:i0.82n.467 
223.6^). 87(1 

112 . :r 9. ion 
4.7:411.730 

«9.789.I.V» 

; 3.44BI.JI76 


B.naa.ests 

273, »«l 
1,460,600 
3,754,«lo: 
8,008.730 
57.(R12.168 
H4.6M 
O.SQ 
277.020, 
32, (KJ. sort 
614. ow: 
2.688 
43,008 

287,810 

403.735 

0.493 

a».:i68, 

10.003,000 

U.643I 

27.003 

33,106,300; 

6,830 

32,288,088 

6,317.200 


10,»I3,840 
WM.UU 
1.011,867 
5.281. onu 
7.142,087 
56.081.388 
00.774 
10.812 
288,477 
19.<»7.404 
503.305 
2,355 
43,550 

600. ran 

400. MO 
8.813 
027.400 
10,703,000 

60,267 

131.M6 

21,801.200 

5.060 

25.7B0.53» 

2.381,200 


IniTens<‘ or 
docrenau, 


Quan- 

tity. 


1.417.087; 

448,806 

38.180 

10n..622 

07.6321 
03.(nr> 
148.618 
199,107 
601.421 
207.005 
341, MO 
63,063 
108,804 

308. ono' 
81. 470; 
25,:t78 
84,100 
433.736j 

11,553 

35.357 

347,096 

81.807 

510.40(ri 

«,783^ 


l,42H,orn 
l,76l.84«) 
iH.Oltf 
201.001 
K4.4in 
7:».4:« 
138. 4 . 51 : 

tei.TiM 
1441.230 
545. .W 
67,4188 
lUO. 131 

428.27:4 
44.435 
a;. 572 
207.402 
543.841 

61,887 
148, l.5.*{ 
286,837 
27.187 
^.lon; 
31,065 


P. cl. 

- 18 
■+• :} 

+ 71 I 

-ns** • 
- 

-4- 41 
17 

3.4: 

17.5 
+ 0,8 


Value. 


/>. rl. 

■ 20.8 

- a>.8 

+ 0.8 
■t-a*).6 
-- 60.2 
+ 67, 3 

- i;i.5 

- 21 
-- 0.0 


Value per unit. 


I8A0 


J.' X. >1. 

0 0 7 
0 0 .51 


II 

1 

0 

0 

(I 

0 

1 


4 5 
12 9 
0 41 

n 10.8 

0 2 . 

:4 3 
14 7 


+ i:4.6'20 2 8 


f 

4.1 

' + 

5.1 

•> 

2 

g 

— 

45 

i - 

:&.fi 

0 

IS 

It 

+ 

15 

i '*■ 

GO 

0 

18 

4 

• 

9 

' 4 

7.3 

u 

T 

8 

+ 

1.1 

«“ 

7.0 

3 

10 

5 

+ 

74 

i 

39 

1 

2 

1 

+ 

n.7 

1 

45 

0 

4 

0 


7.1 

1 

11 

0 

AT 

18 

6 

+2ir> 

4218 

0 

8 

3 

+ 

1.6 

+ 

25.4 

0 

0 

10 

4495 , 

, +4111 

1 

0 

0 

+»7P 1 

1 +1 

419 

1 

5 

8 


6.7 

1 

2S4.3 

{) 

0 

84 

- 

28 


041.8 

H 

in 

fl 

— 

20.2 

— 

39.5 

0 

(! 

4 


“■‘1 


50 1 

1 ^ 

0 

3.^ 


1003 


£ a. d. 

0 6 41 
0 0 3.7 

0 2 7j 

1 IK 0 
0 0 41 

0 I U 
4> 0 2; 
0 2 8 

1 HI 0 
20 17 3 

2 3 0 
0 14 8 
0 18 0 

^ 14 0 
2 6 0 


0 17 0 

0 2 3 
2 11 0 
0 8 6 
0 1 0 

0 18 8 

1 2 7 
0 0 3 
6 7 0 
0 0 3 
0 0 31 
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The coinersioii of the given quantities of 1903 at the gold unit 
price of 1899 discloses a loss of £2,492,230. or at the rate of 10.65 per 
cent : 


Articles. 


Silk ponndB. 

T.-a <lo-- 

B«»ansaD(l Ix^Ancaki* cwt. 

Raw cotton do... 

Anisoed. star ponnci. 

Bristles a‘" 

Caiwia lii:Tic*a 



Feathers 



Hides ..cwt. 

Mats w; 

Mattinp rt'* - 

Mxwk . vonmi. 

Nut^alls 

Oils: , 

no... 

E»k*ntml pound... 

Rhubarb 

l>ound. 

Tallow: ' 



Vegctablo - 



Wax, white 

Wool 


Wool, canifl's 
Total.... 


Value per 
unit. 

Reported 
£^ol<I N’alue. 

£ 9, d. 


0 6 4) 

£9,789,1.% 

0 3 7* 

3,469.975 

0 2 7» 

1,428.960 

1 18 0 

1,751,840 

0 0 41 

18,016 

0 1 0 

261,994 

QOS? 

94,4(»l 

0 2 8 

73.436 

1 19 0 

136,421 

SO 17 3 

286.2ie 

2 8 0 

621. a>4 

0 14 8 

140,2:11 

0 18 (1 

515. .587 

28 14 0 

67,668 

2 6 0 

100,131 

0 17 0 

428,273 

0 2 2 

44.4:6 

2 11 0 

22.-572 

0 8 6 

267.492 

0 1 0 

51.3. 84J 

0 18 8 

R4.887 

1 2 7 

148,154 

0 0 3 

286, W7 

5 7 0 

27. 187 

0 0 3 

:»1,19U 

0 0 3 

34,1165 


20,880.591 


Gold TBlae 
at unit price 
of 1890. 


£10,14«,>«2 
4.w«.m 
8.:*H.r>Hi 
1,48), lill 
25.2»7 

eo,:«) 

89,»r7 
120, 0611 
218, 28H 
615,417 
123,079 
.396,576 
57,374 
109,765 

.552,878 

81.3V> 

23,5.38 

256,225 

448.458 

60,267 
165,824 
318,809 
60.KC1 
429. 175 
36,710 


2:1.381.822 


Applying tliis percentage of loss to the total value of the exports m 
1903, the (IcHcit amounts to £3,369,800. 

T.b:.e U.-CO,, .cr,a>« "" "■ 



Value. 

Percent- 
ago of 
chango in 
price. 

1003. 

At pricea of 

1 1890. 


£8.814.7® 
5,525.455 
2. 103:320 
2.071.WO 
1.993.000 1 

£8,215,120 
4.896,866 
2 364.1® 
1.877.045 
1.7i:4.1» 

1 580.670 

+ 7.3 
+12.8 
-11.3 
+10.3 
+ 16.3 
-ao.7 

Sugar 

Kerosene 

Coal 

1, 118,odl 1 

; 2i,«rr.«o 

1 

j'~ar647,i» ' 

+ 4.7 




NOTB— All valoos arc market values In silver 
rate of the llalkwan tael. 


, converted at the averattc annual slerllnR 



,ng this ratio or rise V'^.V' ..ompared 

bv^£1.9.W.7r,r). at the pneos of 190.?. it j P jg taken place, China 

•Had a fall for 


miffht have been in a measure trices of imports api^ar 






GOLD STANDARD IN INTERNATIONAL TRADE. 


209 


ftirtlier sum of .Cl.nrjOjrjo. making an aggregate loss of ^15, 320,55.^), 
or at the rate of 7.4 per cent on the wliole value of her foreign trade. 

The total weight of the exports of coin])are«l with that of 

those of 1883, shows an increasi' of 174 per cent, and compared with 
that of the exports of l8tM), an increase of 1 1.28 per ce!it.« (’iirioiisly 
enough, this increase in tiu* percentage of the (piantities exported in 
1003 over those of 1800 clos(*ly corresponds with the peirentage ()f loss 
(10.65 per cent) shown to have heen .sustained by the calculation of 
their value in terms of the gold unit price of 1800.’ 

Assuming the above to h:> an accurate m<4ho<] of gauging the coun- 
try’s economic gain (»r loss, the two years cited atlord an excellent 
l)asis of comparison, as prior to the disturbances of ]00(). 1H‘M» was 
the most prosperous year Chinas foreign Iradt* experienced, and 
although not conducted under ideal conditions, the trade of 1003 N^'as 
the largest so far on record. 

But it is hardly necessary to point out that changes in prices are 
not solely the result of fluctuations in the relative values of gold and 
silver. A variety of other elements are contribntory tln-reto,'and (he 
part they may have played in Iminging about the' present situation 
must not be overlooked. 'I'he ** Kconomist *' newspaper’s total index 

number, for instance, on Januarv 1. 1800, stood at 1.018, as against 
2,10< on January 1, 1004. 

AMiile, i)riina facie, this analysis of her foreign trade returns makes 
It seem certain that China has to no small extent Iieen advci'selv 
affected by the fal in the gold value of silver, and provides an argii- 
inent in favor of the introduction of remedial measures ui the simne 
of a stable currency on a gold basis, the crucial point, deserving earn- 
est and careful attention is this: Would it be consulting (^liimT’s best 

(‘ODtmgent interests of those who trade with her. to 
one upon her i)rematiirely a scheme of monetarv reform, which 
^Wule hole ing out the prospect of temporarv relief as far as the dis’ 
charge of her foreign obligations is concerned, might conceivably end 
n siibjectmg her people to heavier taxation, or which by st^rioiislv 


uecreasea during the vear 

cent, and Kinkiang by 6 per cent. - • 
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IV. DATA REGARDING THE PRESENT CURRENCY IN CHINA. 

1. EXTR.ACTS FROM SPECIAL REPORTS OF THE IMPERIAL MARITIME 

CUSTOMS. 

( a ) KETOR-re ON THE Haikwan Bankino System and Iah-al Currency at the 
Treaty PoR-n>.— V. Office Series. Customs Paper-s No. 12. 

Inspectohate-General of Customs, 

' PekiiKj^ 8th J)€cemhe)\ 1877. 

Sir: I huvc to re(|uest that you will furnish me with information on 
the following points in connection with the payment of duties at the 

Haikwan Bank; . , . xn • i 

Who is the customs banker at your port? Is he an othcial or 

engaged in trade i What is the staff employed ? How is the expendi- 
ture provided for? , 

2. In what currency arc duties paid at your port? In sycee oi dol- 
lars? If the latter, at what rate, and in what way was it hxed? 

3. What proportion does the Haikwan tael he«i' to the ordinal y 
local tael, md to the Kweip'in^ tael of Shanghai? A\ hat constitutes 

Tsii-se- wen-yin (the standard ot payment)? . . 

4. Are the rales for Chinese merchants the same as for foreigneis. 

”rDo'es^the‘pie.cnt syston. work .satisfactorily? Arc there any 


wise procurahie. 

I am, sir, your obedient scr\ant, 

The Commissioners of Customs. 


Robert Hart, 

InsiiecUn'- Geiiertu. 


Custom-House, 
Tienisin, February 6, ms. 

Sir- 1 have the honor to acknowledge the Haikwan 

No 32 of 1877, with 

"Sssr a=lf Siz SSi. - - 

T ‘ r.l Im. of Pang Tsze-kang, customs ta nKc 


pVrhii commissioner lost 40,0UU uieis, 

i^'e next banker employed wa.s Sl'h moon”pjthe i:«h 

* firm of E. D. bassoon A: Co. was cancelled by tm 

..“of Tung v''"‘’4i'.rs;;’irta rr 

;n superintendent, bun bbib-ta, on luug 
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a Cantonese merchant, and formerly comprador to the lirm of Kussell 
& Co., who, under tlie style of Yii Fenj(, trades in opium. Chen 
Te-kuang employs in connection with his Imnkinjr hnsiness, one )in- 
jrnist, two accountants, two casiuer.s, one assnyer, one wliipp(‘r-in (/. r. 
an employee who.se specialty it is to press for payment such duty- 
payers as have a credit witli the bank), and .se^•e^ servants, as carters, 
cooks, etc. In addition to tlic salaries and waj^es of tin* above stall, 
the banker has also to pay two deputies, supposed to control his pi-o- 
ceedings, but who— if the suj>erinteudent and hanker are on good 
terms, as at present is the cjtse— seem to liave nothing to do hut to 
draw pay i.ssued to each at the rate of 2D taels a month. 

The banker’s profits arc derived from the dilfcrenee in (he rates at 
which he is allowed to collect in local ciirreney the ought-to-lK* Ilaikwan 
weight of sycee, and to make rcmithince of duties eoirected to the super- 
intendent. The tohil gross profits thus denv<‘d by the banker here 
vary from 5, ODD to (j,0DD faiels a year, while his expense's I'oi* the same 
period are estimated at 3,0tlD taels. 

■ either in iIaiig-])-ing Ilua-pao taels or 

in dollars. \\ hen paying duty, foreign meivliaiits are eliarged per 
hundred aikwan t^iels, 105 Hang-p'ii.g taels; while C’hinose are 
charged lOb taels and 5 candareens, or I.D5 taels i)er cent moiv than 
foreigners. By virtue of an agrcenn'iit entered into l»v the former 

m payment at the uniform rate of 7 mace 
Hang-pmg weight, independent of the market (luotations An 
attempt was inaile by the hanker, Sung-king, to upsit thir,uTan^e 

oTthc according to the changing rafes 

ot the day, this iiowcvcr was unsuccessful, so that at the ii^resent 

T/"? ^^ove-mentioned agreement holds still good. 


i/y tiie VJOV6] 

Tientsin T*on-|)ai-pao. 

100 Haikwan taels in iL cur. eZ IObTS/wI ‘i f P“'' P"’ 
only 105 taels. I have tried to «nH m ; .h V- P'l.v 

inequality, but failed to moot toDI motive for this striking 

the snpei'intendenMUrd“to ha e a"n if '■ ‘1"“ 

must allow this exactioi? having .1 '«nhin.r, 

banker. In thL connecLn t if “‘'‘«'\'ndiKomont to offer the 

merchants wei-e until very lately sp^e'^dallv DriVif ’ ‘T’ 

as their duty payments were ma/e at the rate of i If ‘i’ 
rency per 100 Haikwan t«oU Po„.“ “f. ” ipS taels local cm-- 

man 


f per 100-Haikwan taels. ^pi;8entetion. i 
merchants claiming the sai^^fnvop^dl f made by certain Ger- 

correspondenee between the various consuls auTthe su°perkten".g^f 
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of which T just received a copy, which 1 now forward for your infor- 
mation. The matter has a? yet not been settled; in the meanwhile, 
Kussian inercliants have been placed on the same footinjr and pay — 
under protest and pendinjjT the ultimate settlement of the question — the 
rates in force in the case of other nationalities. 

Ad J.— As far as tlie archives of this office are concerned, there arc 
no cases on reconl tliat jfive jjround for serious complaints about or 
against the present .system and working of the Ilaikwan Bank. But 
that should not be considered and taken for a proof of its perfection, 
riiose who have undoubtedly complaints to proflfer arc in the first 
instance the superintendents of customs, who themselves, here and at 
other treaty ports, may at anv moment be exposed to great personal 
losses, sliouhl — as has* happened more than once— a Haikwan bank 
break; and in the second instance the Chinese merchants, who are not 
treated on the .sime eciuihible footing whit'h is claimed and maintained 
bv foreigners. As to suggesting improvements, I have not been long 
eiiough at Tientsin to give at present more complete and precise 
infonnation on this subject, which indeed demands ciuitc a study of 
peculiarities and usage; and 1 can, therefore m this place only wind 
lin with the genei-al suggestion that if, as will sooner or later happ^", 

the ports t pllml'iinder 

t to •» \n<^ to the majority of superintendents; on the contrary , it 

=S.s ^ 

its working. Detrinu, 

1 liave, etc., Commissionei' of Customa. 

To Robert Hart, Es(juirc, . 

Impcctm- Ocneml of Cmto,n., Pckm,j. 


[Inclosurc No. 2-1 

.fa.: -f"- 

cful inquiry— woiehts for silver I™''* i" 

0 ) The relation between the standart w „„a the so-called 

nidation of duties to the '“P""' ® purpose at Tientsin, 
nff-pintt — the weight use ■ ^ ..ao compound of .silier < _ 

if 'Phe relation of the .so-called * P , as sycce, or m 

,t at Tientsin, to pure “i„'in the Chinese version of 

ine.se, Hsi-ssu, and described as en } m i 

‘treaties. ^ , j u,p difference in weights, we 

2, With a view to for 100 Haikwan taels and 

)k with us a set of Canton weights , 
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Jkwan taels, the former bearing the date of tin- ir>tli duv 
on of the 6th year of Tung Chih, and both l>cl(nigjiig t(; 
be accounts otfice, custom-house, Tientsin. 


cne for 50 Haikwan 
of the 6th moon 

the chest of the , 

Having, by means of the scales, e.stabli.shcd the fact tliat (he .set of 
Canton weights in our pos.se.s.sion correspond (^\actly with a set of 
Canton weiglits lately proenre*! by the customs bankei-, we proceeded 
to compare the local Hang-ping weights with the afon'sald (anion 
cu.stoms weights, and found li»u Ilaikwan taels lo ecpial lo4..*ts llaiig- 
ping biels. 

3. In order to find out, Ad //, the amount of pure sil\a*i’ (syeee) con- 
tained in the alloyed (* Hua-pao) silver, ns used in trade at’ Tientsin, 
the undersigned took two shocsof ‘Hua-pao silver, weighing tog(‘(her 
105 Hang-ping taels, (i. e., the amount of this alloyed (’iTua-pao) silver 
which has liitiierto been bikcn by the customs bank as the fixed cejuiva- 
lent of 100 Haikwan taels of sycee (pure silver)). 

The 105 Han^-ping taels of ‘‘Hua-pao silver were then token Uy tin' 
crucible, melted, and refined by the ordinary Chinc'se i)rocoss of admix- 
ing «iltpeter, which substonce unites with the alloy and forms a slag 
on the surface. After removing this, the pure silver remainiin^ was 
cast into two shoes; these, when put in the scales, wen* found to vvei.di 
103.81 Hang-ping taels, or 09.47 Haikwan taels. 

4. The conclusions arrived at, on the basis of the above experiments 
respecting the relative weight and value of Haikwan taels in pure 
silver, and Hang-ping taels in alloyed (‘ Hua-pao) silver, are - 

1‘ Th ^ tacHs equal in weight 1G4.38 Hang-ping taels. 

2. lhat 100 Haikwan taeU in pure silver equal in value lo5..5.‘» Ilaiig- 
ping taels in ‘Hua-pao silver. ^ 

With reference to the latter result, the customs hanker declared that 


^11 , i. 1 i. 7 wuoiviucy imiiKur auciuron llm 

s?ni?.nn7o 1 I '\vtlic process Witnessed l.v us, 

St I conto ned a certom proportion of .silver, which might be extracted 

nL r I'T’ accordingly the 'Fientsin bunkers calculated 


as equal to 100 Haikwan taels of pure silver 



Custom-House, 

Ttentsin, May 13^ JS78. 


Hetrinq, 

Com m IsHioner 

II. B. Morse, 

A fi f Accf/ii/i tan t . 


No. 59. I 

I. G. ) _ CUCTOM-IIOUSE, 

pure an' aimiyil Hua-pio‘"fv'""'''“''’ 

I now inclose copy of a letter from bin . emrentat Tientsii 
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Taking tlie amount of alloy as given by the analysis at the customs 
bankers on the 24tb day of April, viz, 1.14 per cent, it would require 
105.55 Hang-ping ‘ Hua-pao Uiels to equal 100 Haikwan taels of pure 
silver. On the basis of Mr. Crookston’s analysis, giving 2.16 per cent 
of alloy, 106.60 Hang-ping ‘Hua-pao taels would equal 100 Haikwan 
taels of pure silver. 

1 have, etc. ^ ^ Detrinq, 

Commis8ioi\e)' of Oustoma. 


Robert Hart, Esq., 

Inspector- General of CastomSy Pricing. 


[Inclosnre.] 

Mr. Crvol-HtorCs analysis of' Hua-pao sihei' current at Tientsin. 


Tientsin, May 

(i. Detrino, Esquire, 

Com7nisf<ionei* of Tient^vn. 

Dear Sir: The sample of silver, marked ‘“Hua-pao silve., current 
at Tientsin, ” which you sent me on the 22d instant I 
analyzed, in accordance with your request, and now beg to submit you 

the result, which is as follows, viz: 

per cent. 

97.84 

Pure metallic silver 2. 10 

Impurities 

100.00 


Yours, faithfully, 


A. W. Crookston. 


Custom-House, 
Hingpo, February 1^78. 


I custonis banker here is the wd n nu 

11« T«oU,i. He is a Tuota. by rr;^^"^iri„'‘saven.l different 

EE* 

Jl^n/ m^l^er; salary and perquisites about $2,400 per 

iniuim." . . f accountant; salary, etc., $1,200 

One assistant manager, who is ciiiei u 

per annum. , t $450 per annum. 

Two assistant accountants 

One treasurer, receiving per annum. 

One bookkeeper, receiving iibout ^ annum. 

Six writers or clerks, receiving each about p 
One learner; .salary, $60 per annum. ^ _ 

-.Silver dollars equal to the Mexican dollar in value. 
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thus appear to be $8,100. But to this must bo iithh'd loans to .some of 
the staff in the Taotai's Yamen, which arc never exp(*ctecl to be repaid, 
and have been reported to me as amoimtinjr to 7, Olio taels. 

These expenditures are authorized liy Hn daotai. The tixed sal- 
aries are small, but at the end of the vear the accounts are submitted 
to Hu for inspection, and presents (included in the foreo’oin^ estimates) 
are awarded to all the employees, hij'h and low, based probably on a 
percentagfe of the bank's protit.s. 

When the foreign customs was first e.stablished iiere, a Ningpo man 
was appointed banker; but soon after Hu Taotai succeeded him. The 
resident managership has been held by a numbm- of persons, imduding 
two of Hu's brothers. The present- manager, Yang, is a native of 
T 2 ‘chi-hien, near this place, and a pupil and protege of the great 
banker. He is engaged in ti*ade. in several esbiblishmonts, local and 
otherwise, in some of which he is a partinu’ with Hu. Ileisnotahvavs 
at^Ningpo, and Ma frequently perfo?-ms his duties at the bank. 

The'laotai has informed me that the present Customs Bank was tirst 
authorized as such in the 5th moon of the 1st vear'Pung C'hih -• that si, 
June, 18()2: and that in the 11th moon, 8d year Tung Chih that is] 
December. 1864 — the selection, mime, etc.', of this bank was duly 
reported through the high provincial authorities to the boai-d of revenue 
and the Tsungli Yamen. 

Respecting the way in which the bank's expenditure is provided for, 
It IS impossible without several months’ time to obtain exact kiiowledtre. 
It IS well known that the profits of tin* hank are considerable; indeed 

authority that thov amount alto<retlier 
to 50,000 taels per annum. First of all, there is interest. At Nmgpo, 
the money collected as duties is not paid into the 'I'aotai's treasurv at 
fhf f of four or five days, as is i-equired at some ports.'hut 

't required for remitting. 

bena d inti i directed that the duties should 

be paid into his treasury every five days, hut he was met with such a 

strenuoii.s re.sistance that he soon revoked these ordeis. It is a prin- 

ciple familiar enough to the Chinese that official mouevs omdlt l.S to 

rwf ^ not adhered 't.. here. Hu is 

rich, and as he sonietimesavcoinmodatesthetioverumeut with advances 

and shares the profits of his business with those capalde of exercisim^ 
mfluence on his behalf, he is allowed to have his own wun h hnndl 
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The Sz^p'in^yii iiieiins the amount '• stpieezed ” by the bank in the 

weight, exchange, or quality of sycec received, more than what a just 

weight, a correct exchange, and an honest shroffage would admit of. 

The 105.83 Ningpo taels demanded as the e(juivulent of 100 Haikwan 
taels ' T , n . . 


niv u uums lur i,uuu x’eiiiiiLeu, us 

expenses of remitting. But us i-emittances are made l)y bills, these 
expenses are not incurred; still they are charged for. 1 am told lhat 
the bank gets one-fourth of this, the Taotai one-third, and the head 
Shupan one-twelfth; the rest goes to various Weiyuan, to the board 
of revenue, etc. 

The ‘Huo’hao. meltage. is a charge of 1.20 taels for every 100 taels 
remitted, although remittances are not made in silver. This is shared 
by the bank and by others at this port. 

There are also small sums (from $5 to §s3C) annually presented to the 
bank by the merchants and called '^stationery expenses;” ostensibly 
as compensation for the paper, ink. nencils, etc., used in keeping the 
bank’s books, etc., and in issuingitsaocuments. These are in practice 
the perquisites of the bank employees. 

Such comments as I may have to make concerning the sources of 
income to the banker and* his employees and others, belong under 

the fifth section of this report. .i • 

2. Duties at this port are paid nominally m Ningpo taels that i», in 
sycee, not in dollars. [The Ningpo tael is called a ( hiangp ing tael, 

and will be so termed by me throughout this report] , , . , 

Every haikwan tael which has to be paid is converted into 
ChiangpMng taels at the fixed rate of 1 Haikwan tael equals l.OoSd 
Chiangp‘ing taels, and payment of the tohil number of 
tiiels (Tile is then made, sometimes («) in sycee, f .“‘^^imes (^) 
at the day's late of exchange, s(mietiines (c) in bills on bhang i.u 

expre'^sed'iu Kweiviian taels (that is, Shanghai taels) and j 

fZi Chiangp.inc taels at the rate of 1 Kueiyimn tael equals 0 •ibd 

ChianKp-in^ taels, and most fre.,uentl.v (<?) ‘’J; 

As the eiicular under reply does not ask how the rate l.OaSd wastlet 
mined, I leave that point to be explained further on. 

The 
ble, th 

to the point? 


me acumi i^‘y ***». , . - |i _ inpichaiit at i le v-zUsiujiw 

for the duty is almost mvariab Iv ^ the duty i.s col- 

Bank before the duty Customs Bank either at Ningpo, a 

few Louis after the issue of the of the bank 

merchants, or else at ^ ; I ^nd favored hongs. But, 

receipt, as is the practice h a . Z ^ scarcely ever 

.stranger than this, actual do lars k ^ere or into its Ningp^ 

paid as duties, whether mto V*®, ^“^^7 Jhe 720 000 taels annually col- 
Stv or Shanghai coadjutor; indeed, of ‘"0 7^^ ,oi„ or 

lected as our revenue, the (,ustoiiis f tl,e Customs Bank 

silver about 3.001) taels; the Ningiio city bmiuU ol me 
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receives about 1U,U00 taels in coin or .silver, al)out 2ir>.<i(io taels in 
di'afts on Shanjfhai. and about taels by the Kwocbaiig- method; 

and the FowkSui”- (C'ustoms) Bank in Shanghai receives aliout 100,000 
taels in sycee, or dollars, or by Kwocbaiijr, 

Before proceedin^jf furth<*r. 1 must explain the i)ankinj^ system of 
Xiiij^po known as " Kwoelianjr." by wbieli the manual transfer of dol- 
lars or sycee is rediu-ed to a minimum, iherrby saving expense and risk 
(»f loss in con\’(>yiti‘»' money to and fro, and waste from W(‘ar in han- 
dling, and which indeed pre^■(‘nls tin* in*<a*ssitv of ke«*pinw a la I'jje amount 
of silver in this place. If Chan^owes moiu^y to Li, he tidls his bankm- 
to \Kiy Li's banker the sum nM|uired; tbn two bankers jm-nt by deputy 
or in person, each makes a minute of the transaction in his ia>ok and 
seals are impressed to attest it. ,Mon<‘y is not diawn out and eonv<*\ (*(l 
from one bank to another, and not even do the jjarties use the- imalinm 
of a bank check; privat«* check.s, too, I need not say, are not used, as 
they are illegal The Kwochang system appears indeed to In* a near 
uppio(i<*h to u syst(Mu of KjirtiM* in which tfic hanks arc* njcrc'lv ria*or<lors 
of thebarterino- transiu-lions, ibrougb the medium of imaginarv mom*v, 
\ybich serves simply as a .standard for estimating the relativi* values of 
the artndes exchanged. The Kwo.diang .system will soon be i>erceived 
to be at tlie root of the extraordinary manner in wbieb dutie.s are paid 
at this port. (See iMi\ Taintor's Kejiort on the Trade of N(‘wchwam«- 

tor Itxt;-. page d. The Kwochang .system, J am told, obtains also in 
bbanghai.) 

. J "m' describe first, how duties are paid in Ningpo, and, 

secondl\ how payment of iNmgpo duties is made at Shangban 

vor ^ r proces^s, step by step, as practiced almost uni- 

\eisalh by the merchants ot Ningpo, both foreign and native. A B 

a\ ng cargo to land or .shm, receives from the enstom-liouse a duty 
luemonmdum tor so many Haikwan taels. JIo takes this to the ('us 

' Hnlulo* ' f 1 the Slim dm* 

n Haikwan taels: alike entry is also made in tlic bunker's 

book, and the pass book is then returned to the meivhaiit and with it 

exists solely for revenue mirnn^o^. if ^ Jaotui s. i he tormt‘r 
le^arded purely as an oftSb^MS * business, and is 

only bank recognized by thl Taotai records and is the 

actual duty coliectiiio- ^ ^ ^ does very little of the 

sycee is to’ be paid as^duty L the spot ‘’'•PP‘’'!S ™i'' oi' 

mtnmted above, the total aLimt c^olkcied ^ 

Ningpo is only about 3,000 taels T'nmr ?i.‘- ^ 

IS a bank for general business purposes ft is itn'ii ‘T ‘1'' 
hanks, receives deposits ....L A' near all the other 
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ri'uuttjinces to or fi'oiii Shanghai, and probably managing the loaning 
«)f sums received as duties uiilil such time as they have to be remitted. 
When, as is almost universally the case, the merchant has simply prom- 
ised to pay duty l)y an entry in his pass book, this entry is made byT*ung 
Vii. and intimation of it is sent to tl\e T*ung-ch‘uau Bank. It then 
becomes the function of 'r’ung-i*h'‘iian to collect the amount from the 
native bank, whichever one it may be, in which the accounts of the 
nnu’chant concerned are kept. 

At this point a further explanation may conveniently be made, 
hisiness in Ningpo is done in dollars. Sycee i.s so scarce 


1,1 ^, 41 ..0 heie that 
when iHMjuired in anv considerable quantity it must be specially 
brought from Shanghai. But there exists a nominal Ningpo tael {as 
above stated) called Chiangp*ing, and it is always regarded as bearing 
a fixed relation to the llaikwan tael (1 Haikwan tael equals 1.0.583 
C’hiamqi’ing taels). But the relation of the dollar to the Chiangpdng 
laeland tliat of the Shanghai tael to the Chiangpdng tael vary con- 
stantly, and on tliis que.^tion of exchange disputes are liable to arise 

with the T*ung-ch‘uan Bank in paying duties. 

Now, to resume with A. B., to show how he pays the debt incurred 
for duty. Returning to his shop from the cu.stom-house he semis 
word to the T‘ung-ch-uan Bank that he has to pay so many Haikwan 
taels as duty, and imiuiries how many dollars are claimed f™*” 
thee.iuivalent. lie knows that the number of Chiangi) 
mid will be 1.0 j 83 times the number of liaikwan taeU due, but th 
niporbint question i.s, how many dollars will 

thc euiiivalentof the Chiaiigp‘ing taelsf Mmuld he sum o do un 
claimid be unfairly great, the merchant finds some iiank which is M ■ 
ur omv to T-un-chhian in lu-s i>ehalf the amount of Chmngp u - 

taels^lue’ ucoimdeTationofalesssum in dollars than F ^ 

dmimndml! and T-ung-ch‘uan must then accept the .sum m Ctuangp mg 
taels. 



nilKM Ul wax 

u o.. for th« t'vo 

Here, of course, the Iv\\o-chan<r ^ (lemaiid reaF dollars. 'Ihe 

rarely happens, siinolv to compare accounts on 

•'■enera! practice is lor 1 ung-c i •„ exi.stence of the indeht- 

Fhe same day with Ts/-vuan, It is the exception 

(.(Iness and tlie other jf the amount i.s consuler- 

for the money to lie paid at the nite i>emg hxed 

,,blo, interest is cdiarged on it at sO immli u.i.> , 

at the out.set. , , duties for their constituents to 

-r‘. g-'h-iuu,. this hank lH..nK ken d ...errhant to 

"™i;d::";h:;: s’i; keep 

witli the Cnstoins Hank their own banks 

a .ot, ifinkwa,. .aeis. 
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Tlio foregoing 
taels of oui 
money pass o\ 


going paragraphs di'lail (he way in wlneli alnait .S1>2 ,o(M) 
i’ duties are paid. It may he asked, “Wlien dot's the n*al 
iiioiiry jmss over from tlie various hanks into 'rMing-eliMiati's liamls to 
beremittedr’ Tlic answer is that T‘ung-eh‘uan sometimes r<‘(|iiii'eM 
syeee, in which case the hanks procure it from Sharigliai, hut onli- 
narily they pay over hy instructing their Shanghai represcututive.s to 
pay to the Fow-k‘aug Hank at tliat port. For the period aft<T the 
money is due until it is called in i»y 'r*ung-ch‘uan (wIhUIic?' in sv<*c<*, 
dollars, or orders on Shanghai), interest is paid liv tlu'dchtor hanks, 
^llils interest is the cliief sourta* of the Chisl«nns Ihink's large iin'omo, 
Tlic duties paid hy the two Sassoon firms oti opium, amounting to 
about 21o,()()0 Haikwan taels per annum, are paid liere in Kweivusin 
tael dnifts on Shanghai. The amount of Sliartgliai taels due has first 
to be settled here. This is done hy redueijig tin* Haikwan taels to 
Chiangp'ing taels in the usual wav (multipiving hv l.nris;)), and then 
dividing the product by 0.114X8, wliich is a fixe<l rah* ni-rati<r,.d hv tin* 
firms m (piestiou with the Customs Hank, and the r(*Mdt is tin* 
number of Shanghai tjiels to he paid. ('I'his rale. o.'MxM (’hiuiig- 
p ing taels' <*(juals I Shanghai tael, is a pei'maneiit iirrangement 
with the old and new Sassoons: other merelntnts, the tea Inun^s 
for example, convert at the rate of tin* <lay as will soon 1,,' 
shown). Sassoons' Ning|>o banker tlien jiays to 1'hmg-clriian an 
oidei on Shanghai for the sum requinal. .My comments on this way 
or paying duties belong to a paragraph behnv (see No. }). I e(»me 
now to the payment of Ningpo duties at Sliaiighai. As is well kimwn 
this port IS only u point of transit for teas bound from Plmrsiiey i)r 
hyebow to Shanghai. It is at Shanghai, not here, tlnit the tea^im*i! an* 
K expo* ' ‘'"'V is piiviil.l.. lit Nin.rpo 

Ti rnotT"'' " O'"' o ' 

hv t il' I ‘^hivll.v „„ two or tl.roo l,oi,s..s only 

and b} the special consent of the banker tlieso firms inv theic ■ 

htcls into the ]A,wk‘anft H-tkat ^la;;:iha!l whi,l|: tal' 

If ^ v~ ^ “' “'■'‘I'lfi f"i>(ls. 'I'hi' process is as follows- 

th? I>ro»'‘"ts to the hLk, say oa the ■'( It'll 

tea%rhv^'^^ f-' •'<i'ii>"i™t I :„r 

Iiceoraingly mys itvkw m ’‘ h Cr.aag 

Kweiyfian taels^ euomrh or'neiirlv t so many 

the bank at Shanghai advises the Aistmlw u!** t **y*'v- "‘[I^hteilness; 

siiangliai taels have been naid in nnrl that so many 

Customs Hank here makes entry in intimation the 

that so many Cbian«-p‘in(»- taels lti» ^ book 

Iiaving uscerbuned^l^he "amount to he 

the Shanghai taels, as advised intoCliiiino-il'r V ^^“'’ei’tnig 

prevailed on the 20th, the day when the iL ‘ute which 

Hus. throughout the se»so„; the prineipal tea 
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duty at Shanghai within a few days after it has become due, and a 
running account is maintained with‘a small balance, sometimes against 
tl>e merchant and sometimes against the bank*. From time to time the 
account is cleared to a cash. The Hip Mow Kuang tea tirm have 
allowed me to make a copy of their pass book, and I send it herewith 
as a sample of them all. Duties due are, it will he seen, entered in 
Ilaikwan taels, called sz‘p*ing, and payments at Shanghai are entered 
in Chian^p'ing biels, they having actually been made (as al)o^•e sbitecl) 
in .Shangliai taels at Shanghai and converted at tho rate current on the 
(lay the duty receipt was issued. When it becomes necessaiy to hal- 
ance the account the Ilaikwan taels entered as duties are converted into 


C’hiangpMng taels by multiplying by 1.0588. The pass book sent with 
this conelucms with the striking of a balance on the 24th of the 11th 
mooji when it was found that 21,437.85 Haikwan taels, say 22,087.147 
Chiangping taels, had been entered as due and 20,089.10 ChiangpMrig 
taels had been entered to the merchant's credit. The account is finally 
cleared l)y the payment of two sums, viz, ChiangpHng taels, 1,187.00 
and on ►.447. 

I sbited above that about 10,000 taels are paid in coin or silver to 
T^ung-clruanon the .spot. This hardly needs to bee.vplained, but 1 will 
simpl\' say that this sum represents payments made in currency instead 
of by Kwo-chang by the merchants’ bankers at the very time when 

the duties arc due. , , , » i ^ 

Actual svcee or dollars have to be paid as duty by everybody from 

the 24th dav of the 12th moon to the 25th of the 1st 
8. The liuikwan tael bears to the ordinary local tael (thiangp ing- 
yin) the fixed proportion 1 Haikwan tael equals 1.0583 Uuangp'mg 

*^^The Ilaikwan tael of Ningpo, that is to say 1.0583 Chiangp^ing taels 
bears to the Kweiviiun-pfing tael of ShaiiLdiai an ever-varying propoi- 
io Ve practice here is to convert iniikwan taels first into loca 
Ss at the fixed rate above given and then to convert the amount o 
ChiaiufP’imr taels thus ascertained into Kweiyuaii tads according o 
the rite of Ihe dav which is'dcdermined on the arriva of the “\oinii^ 
.^Lanier from Shaiighai. Two firms have given me tables showing, the 

is 1 Kwoiyuan 

this would give 1 Haikwan tael of Nmgpoeqiials 1.1222t..u ixweiyu 
^‘'rhe highest rate is 1 Kweiyiian tael 

this would give 1 Haikwan tael ot Nmgpo eipials l.HM .88 ivi .> 

biels. , , , , ,n/irp comnlete of the two 



0.,r4fi4; a,.<l this gives 1 UnikwuM tael exist here 

It .should ho oliserved that l am not l>c what they 

without refereuce to whether tlii^ ,he nite 1 Haikwan 

tael e<inal.s l.O.i.SS Chiangp-mg taels is too liigli, 

The Haikwan tael as paid l)y the S».“soons heals to the ^ 

„‘i„gof Slamgliai. I.y the .speeial arrangement de.s.iil.eui 
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a fixed ])rop()rtion, namely, 1 Ilaikwnn tael e((uals 1.1 1 ;*>!>!♦. 
3i\s;iy, I.ll()Kwei|)‘inf{taels. This is dctermiin'd l)y tiikitijf I liaikwan 
tael to iMjual l.(ir)S8 ( ■hiano’pMng taels, and then eonvertini; l.DoKH ( ’hi- 


vai' 
or 

tael to iMjnal l.iioNJit-hiano-p'ing ... 

angp‘ino- taels into Kweiviian-p'inpf hv dividinjr I'V the fixed rut(; 
(hl>4S3. 

The question. What constitutes tsu-se-wen-yin f I can not answer, 
nor can any of tlie experts whom 1 have interrojraled on the subject. 

The customs hanker says that tsu means that the silver sliould he pure, 
i. e.. free from other metals and foreijrn substances: tin* se (color) of 
such silver should he perfectly white, and the word w«‘n (havinj^ marks 
or lines) refers to that corrujpited apjiearance which the outside of a 
•shoe of pure .sycee may be .seen to have, as contrasted witli the smoother 
.surface of an impure shoe. It is well known that it takes an appren- 
tico.ship of years before a (.'hinaman pretends to be a competent judjre, of 
the <|uality of silver, and in) one believes that his jndjrmcnt is ever anv- 
thing pjorc timn approximate. It is for this reason that a kung ku'is 
established at all considerable places of trade, siniplv because inei’- 
chants must have some tribunal to pronounce authoi itavelv and with- 
out delay on the value of the silver used, and it is tlie common 
understanding that the kung-ku's appniisals shall be accepted, not 
necessarily as coiTcct. but as authoritative. It is the crude (^pedient 
of an imperfect civili/ation. a sort of court of arbitration where the 
arbiti-ators arc known to be incomjietont, but are the best to lie had 
W ho can be suppo.sed to be able to determine in the case of a shoe .,f 
s>cce weighing 5(» taels just how many of the 5,(Hio camlareens which 

\M.ighs aie not silver, but are some other substance' And to d(‘ter- 
Muiie this, not by a nice process of chemical analvsis, but bv sm-h 
in imitivc metIiod.s as the quality of its ring when tapped, its color esne- 

volU ^ I 1 shown on a cut surface, whether it be white or 
heZe ’ In fact l'>ol^ -f H.e nn.'nt exterior .,f 

ix^rcentage of its weight to be dcduete.l ar, ,. 
rhcTu"Ef^tt'“f 'veil known II, nt 


..c.Ku.,,.u,,,ene Sliver ot ifukicn, where, tile s 

that of Kmngsi ,.ltho4h the ciZliZrdJf/er 

ciiniers”!,' the rats‘'"‘"‘"'““”' ‘''® luid for- 


ohaogbai taels to be paid ^ ® the amount of 

—i’ Bif;' r.'°! '■ ““ 
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quent calculations made in naiancing the account, this and every other 
sum entered in the Ningpo pass-books to the merchant’s debit‘i- 
verted into C’hMangp4n^ taels at 1.(I583. To meet these dues, 8 
liai taels are paid in at Sbanirhai. and these dcnosits arc credited 


IS con- 
Shang- 


paui in oy tne mercnant would he entered to his credit as 23.65 Ch‘i- 
angpMng taels if the rate were 0.946, or as 23.675 Ch*ianffp‘in|r hiels if 
it liappened to be 0.947. Thus it appears that in the deposits made 
by them, the tea merchants get llie rate of the day, whicn is all they 
could wish, and without the intervening medium of the fixed and too 
high rate, 1.05S3; but in the amounts entered to their debit (the duties 
due) they have to .submit to a conversion into Ch‘iangp*ing taels at the 
high rate, 1.0583. 

All the other merchants take the rate, 1.0583, both in calculating 
what is due from tliem and what they ])ay in to meet these dues. 
Twenty-five Ilaikwan taels due as duty is regarded as 26.4575 Ch‘i- 
angp'ing taels, and this sum is met by two Kwochang payments, in 
the same number of ChMangp'ing taels or in dollars at the day’s rate. 

There is thus shown to be no discrimination separating Chinese and 
foreigners. All pay at 1.0.583. and in this paidicular all alike pay too 
much. Further, Sassoons’ have a fixed rate forconvertingCh'iangp’ing 
taels into Kweiyiian taels, and it is too high. Hut the tirins’ account- 
ants explain that the having a fixed rate saves dispute: they prefer to 
accept a somewhat high rate rather than not to have a fixed one. 
5Vith an uncertain rate tlic bank could conshintly claim too high a rate, 
and, if it were disputed, ‘‘shut u])" the rccu.sant ones by demanding 
payment in ready money, which would be a great mconvcmence. it 
coines to this— that these two firms pay Ingh rate as a sort of fee foi 

the privilege allowed them by the bank of paying m 

way. Hesides, the rate 0.9483 is agreeable to them, as they aio paid 

at this rate for the opium which they sell. 

5 The present system works very satisfactorily in several impoi tant 

' It i. i., , Accord with the other -'anking F-tieos h.. ph^ 


ni'dlJtes Sassoons- l,y allowing then, ™ Hiri-ms; 

“7 r n:;;:w onV . on.n.aints ha,^, At th.. 

time I am aware that the tea hqng^. ^ith the Customs 

.stantlv shifting rate, have disputes otaMom > jjjp ^ow 

Bunk when the time comes foi ckaiing up . — 
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CAIOICW OIJICC I 

the following iintniici • It WU 3 utKt'ii jui j'luiiiim liiiit 1 1 j .t'' uai 

taeU er|iml lUU Haikwaii Uiels, and I do not ji'o bclniid thi.s arliitmi’.y 
statement, thoujfli, l)y the way, this proportion may very likely prove 

m 1 ^1 l V ft# « 1 t 1 il\ Cl ftaft>>#tfl«ftfta aft.. 


equal i onangnai laoic me nan Kcr Here, atiswei's, o.no t h ianj»’p*inj; 
equals 1 Shanghai tael, and heneo ln.5.88 Cli*iangj)‘ing e(|nals 1 11.10 
Shanghai taels ecjual ino Haikwan taels. Now. the fact is that the 
average value of tjie Shanghai tael is less than O.IC), as claimed hv the 
hanker. 

The average rate based on l')avidson & Co.'s table is Clriangpdng 
taels, 0.947327, e([iials I Shanghai tael; and bv this liie proper tixed 
rate for Ningpo would be loo flaikwan taels eipial 10.7.53 Ch‘mngp‘ing 
taels. 

Similarly, the average rate based on the Kiano- Vii (’lrun«»- table is 
Ch*iangp‘ing taels ().94tl43 eijuals 1 Shanghai tael; and hy this the 
proper hxed rate for Ningpo would be 1 (k> Haikwan taels (‘qiial 10.7. 13. 

Both tho Duvid.son and the Kiun^ ^ u (’h^anj^ rato aro iniu*li 
below the banker's mte (105..S3). The Davidson rate is based on a 
more comprehensive period than the other, and would lie the more 
acceptable to the customs banker, lieing the higher of the two. 

A average value of the Kweii.'ing tael 

nmkethe Haikwan tael at Ningpo only 
worth ChbangpMng taels 1.05273. * 

I obtained from the customs banker two packages of sveee, 
each of whuh he coitiKed to be worth Id IIaikw!in biels. 'JV'o 1 

to u'l V tlxW were pronouTued to be worth 

There is, then, evidence enough that the rate heretofore taken is 
bd raf '■ "I'l"'-'' '■'< iidvisal.le to bike the iorrectShan.r- 

J new^;r‘’f '"»> “> cieternrine from It 

garded as cause for complaint locally. "g "nnn miglit be le- 


ill VA/Uii(;cuun wun tuo rovnnnnc fK ‘i.* — 

of these abuses are fmud^ a^insHhl Some, 

arainstthe merchants. The interest .others frauds 

sEould to the Government not to ^ <i“ties 

collected should all go to the Tnotai; the Haikwan taels 

Erb"’ “ ^^naUcr kind (Kw "he °Huif '“"l ""n'’""' 

be charged to the Government wLn tSerf ^ar^Eo Lade 
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in s^'cee, and the ‘Huo‘hao should not be charged when there is no 
nicltiige. In these points it is the Government principally thatsiiffers, 
though pei-haps the clmrges made under some of these heads arc not 
only winked at. but are distinctly authorized. But to indicate just 
what ones are legal and what illegal is probably beyond the power of 
any foieigner; nor. 1 suppose, would even the high officers of the 
Govorriinent be certain, save some exceptions, to thank anyone who 
should expose publicly these privately well-known abuses. 

'I'he oidy abuse of those I have pointed out which directly assails 
the lights of the merchant, whether foreign or native, is the Sz‘p‘ing- 
yii, and the remedy for this is certainly in our hands. Wc should see 
to it that the fixed rates of exchange are not allowed to be a cash too 
high. Readjust those and the merchant will then Jiave only himself 
to thank if he submits to minor “scpieezes” — certainly so* in ports 
like this where there arc many banks and a Kung-ku. 

'I'hc inquiries I have made have opened a far broader field of thought 
than I can possibly venture to go over, excepting by way of the barest 
suggestion. Can not the foreign customs be made instrumentd in 
some degree to ameliorate the currency of the coast and of the Yang- 
tze ? In the south, where dollars arc paid as duty by weight accord- 
ing to a fixed rate, the commissioners should be supplied with sets of 
standard weights from the board of revenue, and should have power 
to inspect ami correct the weights of the customs banker. At hoo- 
chow' a merchant told me that he had found the weights used by our 
banker to be heavier than those deposited at the British consulate. It 
would also be a good plan to get out from Europe a set of the most 
accurate money scales for each office. At the southern p<)rts where 
the question of touch does not give any serious trouble, owing to the 
use of dollars, these scales would be an absolute check on the hanks, 
and would prove their superioritv to Chinese scales. In the north, 
however, it will be difficult to check the Haikwan banker until a coin 
of some kind is minted by the Government. I will not go fm ther in 
this direction than to ask whether the Haikwan tael should not be 
given up in favor of the K‘up‘ing tael, which is the neare.st of them 
all to being the same all over China, which our influence might go far 
toward making exactly the same, and which is the tael m which all 

other revenues are assessed. 

T hnvp etc Edwd. B. Drew, 

' ’ Commmioner of 

Robert Hakt, FIs(|., 

Inapectixi'- General of Customs^ lehiiuj. 


No. 143.] 


TAELS. 

CUST0M-H0U.SE. 

Canton, DtcetnherW, 

Sir: I have the honor to furnish the at* this 

circular No. 32, of 1377, with reference to the Customs m 

'^1.^’ After the suppre.ssion of the Cohong to^bpe^a^ bank 

of 1842, the Haikwan commissioned a partners were 

for the receipt of customs duties. In f^“L"L,.eseVt time. The 

added, and this number ha.s been maintained to the p 

founder of the house has been dead some time, but D p 
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b}" a son, who is superintendent of the bank. The .stamp iise4 for 
certifying the payment of customs dutic.s is given in the margin." 'I'he 
first character in each set is the family name, and tlie two following 
the shop name of the different proprietor.s. 

The principal establishment of the bank is situated al)out ten inin- 
utes’ walk from the custom-house, but there is a small branch ollice 
in the street adjoining the custom-house at which dutie.s on .sundry 
cargo may be paid, but under certain disadxantages which will be 
exifiained hereafter. The staff of the bank consists of from 4o to (JO 
persons, and the official provision made to meet the expenses is a grunt 
of 8 mace per 100 biels of all duties collected. This grant, howevei’, 
forms a very small part of the income of the bank, which, owing to 
the large .sums of money passing through its hands, and the power it 
exercises of fixing the rates for sycce, must necessarily be verv large. 

Besides its duties proper as the receiver of the customs revenue, the 
bank engages in general business. All checks issued bear the customs 
allowance stamp. This distinction is prolmbly made to enable the 
Haikwan Bank to keep up the fiction of onlv receiving duties in pure 
silver, and to guard against the revenue whicli passes through its hands 
becoming involved in the event of unfortunate speculations. 'Phe two 
branches of the bank are under the same management. 

2. The Haikwan banker professes to receive duties in sveee onlv, 
and It is, of course, in this currency that his accounts are rendered to 
the Haikwan. But a large portion of tlic smaller puvments cspeciallv 
are made in dollars, which are received by weight with the additionof 
a premium to make them up to sycee standard. Tsu-se-wen-vin I'liis 
premumi varies from day to day. It is regulated by the’ supply of 
dollais in the market, and is probably largely infiucnced bv‘tlic 
requirements ot the large provincial treasuries. A record has been 
kept in this ofbee since the middle of last July, showing the dailv 
rates for sycee-first, as fixed by the Haikwan Bank for cashing Haik- 
wan tael checks issued in the name of (Chinese) {e. r/., the customs 
allowance); second, the rate at which sycee is purchasable (with dollars) 
at the money shops; and, third, the rate at which dollars arc received 

branch of the Haikwan Bank in the street 
The fluctuations have been as tollows 

to 8 4 Gn rate for payments, 7.700 taels 

shop’s rate, 8.400 taels to 10 aels- th?rd 

Rret (o) Customs allowancft Hallcwan taels. 

.c) Difference of scales, 0.22 taels. . . ^ taels 020 

22 

Local taels (dollar silverl 

Dollars, at 7.1.7 taels = $15,121.34. 

S. Doc, 128 , 68-3 16 characters. 
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N^te.— T he Haikwan scales arc 0.4 taels per cent heavier than the 
ordinary local scales, but the banker onl}’ allows us 0.22 taels per cent. 
The conversion into dollars is made at 0.717 taels, whereas the average 
weight is about 0.7.1.0 taels. 

Haikwan taek 


Second, (a) Duties to be paid 10,000 

(t) Premium [money shop rate] at 9.2 taels 920 

(c) Difference of scale, 0.4 taels per cent 40 


I.K)(al taels (dollar silver) 10,960 

Dollars at 0.7.1. 0 taels = $15,436.62. 


Note. — A comparison of first and second will show that a loss of 
$315.28 would be sustained on the customs allowance for one month. 
On the 30th November, when the rates were the same as at present, 
Mr. Chalmers saw’ the private memorandum book of a shipper, which 
showed that he had paid duty that da}* at the i*ate of 9.6.0.0 taels pre- 
mium, or 4 per cent more than the current market rate. 

Haikwan tncls. 

Third. Duties to be paid 10, OW 

Premium [branch office rate], 10..500 taels 1, 050 

Difference of scale, 0.4 taels per cent ■tO 

Local taels 11,090 

Dollars at 0. 7.1.0 = $15,619.72. 

It will 1)6 seen from the above calculations that the Haikwan Bank 
is not entirely dependent on the official allowance for its maintenance. 
It is true that the larger shippers, by arranging their payments through 
other banks, e.scape these exactions; but even w’hen pavments are made 
in sycee, a small percentage is charged on account of the alleged impu- 
rity of the silver. . , . . • n ^ j *• 

A special charge of 0.1.6.2 taels per picul is made on all tea dut es 

collected for the ostensible benetit of an institution. The money really 
goes to Howkua as the representative of the 13 Cohong meroliants. 
and is appropriated under the sanction of the provincial authorities to 
li,,uidate a large claim they have against the provinm 

for advances (2 million taels) made at the " of 

wa-^ paid in 1842. The charge was hrst levied in 1843 at the 
0 3 0^) taels but w'as reduced in 1857 to 0.1.0.2 taels, the present rate. 

a little over 15,000 taels; 

double the present rate, the income derived hate 

nearly 100 001) taels^a year port of the institution 

ascertain how luuch — i.s set aside tor tne sii| [ 

3' tsTtld abte, the official weights used by the Haikwa.i banker 

are 0.4 per cent heavier than iLri rChiile, ns it has 

4. Noa)ly all the customs 

become the custom here for fmcignei^ l * tea duties and the 

con.sequently the legality of the so tar as I am 

oilier exactions m excess of inai ket n» ^ doubtful whether the for- 
aware, been called in question. It i.seie phinesc and implicit 

cign Merchants here, with the..- .gno^nce of Cbin^a 

confidence in tlicir compradors, aic awaie oi 
which they arc, at least indirectly, subjected. 
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5. The Haikwan Bank appears to be fairly well managed, and to 
perform its duties without hiU'h or delay. Its position here is mo 
powerful that native merchants would hardly venture to challenge its 
“squeezes,” even if they were heavier than tliey are now. The best 
remedy would be the issue of a Haikwan t4iel currency b}' the Imperial 
Government, declared to be a legal tender for customs duties. This 
would do away at once with all questions and disputes about weight 
and purity, and would be the means of introducijig a reform which 
would in time make its inlluencc felt in every village throughout the 
Empire. 

lam, etc., William Cautwuiomt, 

Coininmioiuv of Cmtoma, 

Robert Hart, Es((., 

Jnapectoi'- General of Cnstoma^ Pekimj. 


(ft) Syceb: Weight, Value, Touch— V. Office Seuies: Customs pArKiw No. -17. 

[Translation of n memorandum on UicwclghU and mcnictnry «yslom of SlmiiKhal, drawn iii> bv 
Mens. G. Hetsch, of the Comptoir d’Escompte dc I’lirb. and dated July, iw-l.] ’ ^ 


Weights. 

The tael is a weight which is in use all over China; its weight varies 
considerably in the different cities of the Empire. 

In transactions between Chinese and foreigners the Canton tiiel is 

the one in general use, as the port from which it takes its name is the 
one which was hrst opened to foreign trade in China. 

In Shanghai use is made in business of two weights: ( 1 ) The Canton 

tael, for goods imported, viz, for silver in bars, whether from England 

oiigm, \i 2 , foi gold, bar and leaf; also for “sveeo” silver. This 

further on. ‘According to local 
usage 100 Canton taels equal 1021 Shanghai taels. ^ 




...w- tho supnlementary Franco-Chinese and Anglo-Chineso 

heaties signed at Shanghai in November, 1858, the Canton tael ought to 
weigh in h rench weight, 31 783 grams; in English weight 1 333 ounces 
Zlilfs?? on 1.2W ouncel troy’, or eqLls 24Tpennyivdgh 

Se at CantoffnT 77 o\^r cLveftimJ 

^ .? •>®t"'een the supercargoes of tho old East India 

the above-mentioned stondar^ Pf c™t lighter than 

French grams (“Sing toTh’ 37.58 

d’Escompte de S afeor^nvl?; Comptoir 

3,000 ’taels equal 302 pounlTrov 

according to the stan’dai-d of In^ia ’e^^lh 3®22U tofl* Tra®®® 

«4 A«1*W l!.gll.h‘iiS"l1bS.”S, KS 
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of the customs in each of the ports opened to trade ought to receive 
for himself and also deposit at the French and English consulates offi- 
cial (legales) scales both for goods and money, as well as weights and 
measures in exact conformity with the weights and measures in use at 
the Canton customs, marked with a stamp and a certificate (cachet) 
stating that they so conform to their standard. These standards were 
intended to .serve as a basis for all pa 3 'ments of customs duties or to 
the Chinese Government; also that recourse might be had to them in 
all cases where there might be disagreement as to the weight or meas- 
ure of goods. 

ir. SHANGHAI TAEL. 


Having found that, contraiy to the above-mentioned stipulation, the 
Chinese Government has not deposited at the consulates any standards 
of weights and that the weights in ordinary local use do not bear any 
official stamp of the Chinese Government, which does not usually inter- 
fere in such matters, 1 went to the Chinese custom-house of this city to 
compare the weights which are in use there with those employed by 
the agency of the Comptoir d'Escoinpte. After making myself 
acquainted with the conformity of the two weights, I made with some 
legal French weights a series' of comparative weighings, which give 
the result that the Shanghai tael weighs 36.04 French grams; 565.70 
grains troy (perhaps only 565.43 grains — the English, as it appears, 
reckon it as 566 grains in round numbers); 3.143 Indian tolahs. 

The Shanghai tael is therefore a real weight, and not one merely in 

name, as was told me on my arnval here. 

At the Shanghai custom-house I found another weight, which is 
called the “Haikwan” or “customs” tael. One hundred Haikwan 
taels weigh 102.90 Shanghai taels. This tael, it appears, is not in use 

commercially. 

III. WEIOflTS IN USE FOR MERCnANDISE. 


Besides the tael, there are other weights in use in China for goods. 
Subjoined is a list. The tael is the unit. 

1 grain millet is a shu. 

10 shu =1 lei. 

^4 rhu -1 HaniySelj =1.333 ounces avoirdupois or 37.873 grams, 
m £g=l chi;f(Sty)=L333 pounds avoirdupois or 604.63 grams. 

2 chin =1 vin. 

si Ei 

where the tael is dealt with as a monetary designation. 


Mimetary sy8t^i‘ 


I. MONETS. 


The tael is not only a weight, it no^China^ 

account term (monnaie de value is the Mexi- 

can dollar, but I am ignorant ^ pormosa. 

southern ports, such as Canton, Foochow, Am y, 
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The value of the tael varies in the different cities in the same way as 
its weight. Considered in cither sense there arc considei’uhlc dill'cr- 
ences between the taels of Peking, Tientsin, Hankow, Kiukiang, 
Shanghai, Chefoo, Ningpo, etc. To estimate these differences prop- 
erly it would be necessary to give oneself up specially to the study of 
the usage of each town. This is how the case stands in Shanghai. 

\a) money . — Accounts are reckoned and kept in Shanghai 

currency taels. This standard of value serves eiiually well for cx<’hango 
or ordinary business (matieres et inarchandisesi. 

The subdivisions of the Uiel and their relations are: 


Tat'l 

(Liimg). 

Mare 

(Chit'll). 

CaiHlarhi 

(Kell). 

Cush 

(U). 

1 

10 

100 

1,000 


1 

10 

1U0 



1 

10 


(i) Actual money . — The only actual coined money is the li (small coins 
of copper), called b}’ the English “cash” and by the French sapeque 
(from the Portuguese word sapeca). 

It has been in use in China for more than 3,000 years. Its value as 
money is reckoned, as stated above, as the one-thousandth part of a 
tael; in reality, it has deteriomted, and it>s price is variable, according 
to the demand for the interior. At the moment the rate is 1,370 cash 
^r 1 tael, which gives the value of a single cash as a little over half a 
French centime. 

II. MOSEY IX CIRCULATION. 


Sycee. For commercial transactions on a large scale a monetary 
unit so small as a cash would be of no use. All payments are made in 
Sliver bullion (sycee), a term employed in banking to express fine sil- 
ver, in consequence of its resemblance to sai ssu, “ fine silk.” 

The expression in ordinary use among the natives is not, however, 
^icee, but wen ym “pure silver.” The ingots are of different sizes! 
Ihe ordinary weight is about 50 taels; there are some of 5 taels weight 

oLn ; resemblance to that of the Chinlse 

form nTrs shoes is the designation ordinarily given them by 

iniu'f' '"T tl'is expression, in order to distinRuish these Chinese 
ingote from bars coming from Europe and America. 


Although these shoes of sycee are the principal element in the mon- 
Ltion in China, the Chinese Government does not take any 

the makinor nr iceno rtf tliAn. ? _• 


etarv circulation 

i ik *** yumcdc vruvcriimeni aoes not take any 

bands of those who cast them and of tlie bankers and inonev chaoRers 

“•nie from ingote and moS 

mported from foreign parts as from native sources, but it is imS 

Ohta^wr£""n‘‘''>’‘“;'^ at Tungsing, on tL boniers of (SichTu 
t.^mna, there are silver mines farmed out by the Governmenf fho 

renters of which employ from 40,000 to 50 OOO workmpn Thf ^ 

product is estimated at 2,000,000 taels There ^rT besW^ 
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Kctiiied silver is cast into s.vcee. Tlie name of the caster and the 
date and place of tlie casting are stamped on the shoes. 

For any fniud discovered afterwards, no matter at what period, the 
founder remains responsible and liable to severe punishment. 

On ieavinjj the hands of the founder the shoes are submitted to the 
inspection of a Government officer or public appraiser, called Kung-kii. 
After havinof examined them, he places on them two marks in Chinese 
ink, one to indicate the weight, the other to indicate the fineness. 
Marked with this official stamp (cachet) the shoes go into circulation 
as a current value. 

The assays of the Chinese are exceedingly primitive and imperfect; 
shoes are received always and everywhere in payment without ques- 
tion at a conventional value based on the marks of the Kung-ku, which 
will be explained further on. 

The fineness of the shoes of silver taken separately is not uniform, 
but operating on some quantities experience has shown that their 
average standard is ninet^'-eight one-hundredths or 98 touch — touch, 
as they say here, being equivalent to assay. 

The designation of sbindard of fineness is, then, as in Fiance, 98 
touch, signifving ninety-eight one hundredths or nine hundred and 
eightv one thousandths. 

Three remittances of silver received from Shanghai by the agency 
in Calcutta on the 29th May and loth and 20th December, 18(52, and 
melted at the Calcutta mint were recognized as of an average hneness 
of 15A to 16 B, i. e., nine hundred and eighty-two one thousandths. 

To wit; standard of silver in India 220 -2-10 220—240 

Better 15J 16 


235J-240 

236-240 

981.25 

983.3.3 


as an average.a 


To form a basis on which to establish the v->Uie f syeee sHver the 

Chinese take the weight and the touch be 

Kung-ku, making therefore some odd enough calculations, as maj 

KtfweJ^t, fineness, and value of 38 shoes 


«This seems to mean as follows : j gjiypr jn 240 of 

mltinniara biai » o. ....w 

““Sierno*, seems to mean t.ia. 2r0 parts of a mixtnw contain (220+B) parts ot 
" m ?L'irl;.stance 15} laitterness pat in cleoimai form =15) parts in 210 or 114.5S3 pei 

’rtbe.nnew^: 10.— ss=16pa^21^^^^ 

Then-fore, fine letter by 1, 000 1. 000 

981.2.5 . ’ 

1,000““ '■ „883.33 ^_.__^^^,^„,g^„(„b0Dtp^asgiven 

Similarly, a l)ettcrness of 16 produces i^qqo * ' 

above. 
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of sycee counted and verified at the agency of tlic Comptoir d’Ksconipto 
de taris at Shanghai on the 16th March, 1864: 




, Premium 

1 

1 


Premltim 


1 

Pretiihiiii 


Weight in 

for bctler- 

Weight in 

for bctlcr> 


Weight In 

for letter- 

Shoes. 

ShaiiehAi 

lilClJl. 

ness in 


Shanghai 

tacit*. 

nc'HH in 


SlianKlnil 

iieM In 

Shanghai 

tnels. 


Shanghai 

laeTs. 

1 

tacit*. 

i 

siiaiighni 

UicIh. 




1 

•19.90 

' 2,00 

1 ^ 

49.83 

2.10 

1 

18. 9t 

1.40 

1 

TiLK) 

2.60 

! 1 

TtO.OO 

2.65 

1 ! 

49. W 

2. 4t) 

1 

49.95 

2,00 

! 1 

w. 

0.80 

1 

fiU.HH 

2.30 

1 

49.^7 

1,90 

50.01 

2.00 

1 1 

r»o. 02 

2.50 

1 

40. SO 

1.90 

; 1 

50. HO 

1 2.75 

1 ! 

r)0. 2 1 

2.7.5 

1 

49. 07 

2.20 

1 

50.00 

! 2.50 

1 

Tio. i:i 

2.70 

1 

50.^ 

2.75 

j 

51.09 


1 1 

50. UO 

2.00 

] 

, 60.50 

2. 10 

1 t 

51.42 

2.80 

1 

•19. 

2. 10 

1 

49. 9H 

2.00 

j i 

50, 20 

2.50 

1 , 

50. 1 

2.:io 

1 

50.20 

2.75 

i 

41.52 

1.65 

1 i 

51. UH ' 

2. HO 

1 

49.67 

2.10 

1 

50.54 

2.50 

1 

fiO. 97 

2.75 

1 

40.02 

50.90 

1.50 

2.K0 

1 

50.42 

51.42 

2. IV> 

2. HO 

• 

. 


j 

1 

J 

1 


l,H90. 12 

H9. 70 


49.^ 

2.65 

1 



j 3S 

1 



In all. 1,979.82 taels of Shanghai weight, etpialling, at the rate of 
100 taels currency equals 98 taels of Shangliai weight (fixed rate), 
2,020.22 taels current. 

Memorandum of a similar verification made in May. 1804, at the 
Agra Bank, Shanghai, which has had the goodness to place the in- 
formation at my disposal : 

(1) 69 shoes weijihinp 3,000. 48 taols Shanghai weight. 

(2) Premium for bettemess 140.50 ,, „ ,, 


3,140.98 „ 


(3) AtW — 3, 205.01 Shanghai currenry taels. 

Memorandum of another verification made in »Tune, 1864, at the 
agency of the Comptoir d’Kscorapte : 


(11 20 shoes weighing 
(2) Premium for hetU 


hettemess 


980. 54 taels Shanghai weight 
48.60 


1,029. 14 






M 


M 




n 


(3) At W 


1, 050. 14 Shanghai currency taels. 


Few pei'son^s are familiar with these calculations, many arc entirely 
Ignorant of them, others have adopted them mechanically without tak- 

the basis on which they stand. Strhnge to say, 1 
ha^e nevel found m Shanghai anyone who has been able to give me 
concl^ive explanations in this particular matter. 

tion calculations, 1 have arrived by induc- 

-ft theory, which appears to me to be in perfect 

accord with the actual state of the casef pciiccr 

calculations, which are always the same, there are 
three strikmg figures which present themselves: ’ 

the weight of the shoes In Sanghai taels 

JJ} b«t^een two (Sgre^ of fine 

of about 4i to 5 per cent, the real standard of the ste behiir 
98. It app^rs to me that after deducting this difference of 4 lb? 
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In pnxctice this ctilculation bears a close resemblance to that in use 
m hnglund, where the standard touch is the invariable basis of price 
for precious metals— when an ingot is of a touch above or below, it is 
brought bv a calculation to the standard touch b}’ adding or substract* 
ing a (juantit}' of proportional weight. 

(3) The third cipher indicates the conventional value of the shoes in 
currency taels of Shanghai at the fixed rate of 100 current taels for 98 
taels weight of Shanghai taels. 

Hy analysing and recasting into a European mould these calculations, 
at first sight so confused, I Lave arrived at the following results: 

?TaeIs weight Shanghai. 1 ,000 currency taels. ?Taels. 1,000 currency taels. 

2,020.22 1,890.60 or l*etter 2,020.22 1,890.60 

935.60 taels {of a touch of 98) 100 98 

916.88 taels of ^ 

?Taels weightShanghai. 1,000 currency taels. ?Taels. 1,000 currency taels. 

3,205.01 3, 000. 48 or letter 3,205.01 3,000.48 

936.18 taels (of a touch of 98) 100 98 

917.14 taelsoffjgj 

?Tael8 weight Shanghai. 1,000 currency tael ?Taels. 1,000 currency taels. 

1,050.14 980.54 or tter 1,050.14 980.54 


933.72 taels (of a touch of 98) 100 


915.05 taels of fjjg 


Mean 935.40 of rVa o'’ 916.66 of 

It win be seen that this figure varies infinitely without the vanations 

exceeding some thoasandths. , , ,. i • i u .. 

After a nuinber of weighings and calculations, wLKL ba\e always 
come to the suim^ result, I believe 1 can assert that the following pro- 
portions represent correctly the actual basis of the monetary system 

.‘i'.mn'tity of sil^ or weighing 935.40 Shan^hai taels of the denom- 
ination /'*/— i e., 916.60 SbanAai taels (weight) of the denommation 
i o««_haV'the conventional value of 1,000 taels currency. «ther 
l;Vds, 1 tacdo.' silver Shanghai weight of the .standard cfenonunat.on 

9354 916J g to 1 tael of Shanghai currency within a 


9800 


♦ TOM'/ AW'y I 

37!;:igrT 0«i ‘S" r '1.14 ^htndard of touch 

would he and its intrinsic value, francs 7 . 3 o , V . (c’alculat.ngs.lver 

at the par\Tue of francs 218.89 for 1 kilograin of H88). 

’ ' 1=36.64 grams. 

1,000=1 kilogram. 

1=218.89. 

10,000=x (fr.n«)=916|X^.WX|||^^^ 

10,000 


X 
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intrinsic par value, premium on silver at Paris and freight from Paris 
to Shanghai not included. 

But as the currency tael of Shanghai is no more than an ideal value, 
it cannot be better defined than by designating it as a sign represent- 
ing the proportion of weight and fineness above mentioned. 

Let us now examine if the result obtained at the Calcutta Mint con- 
firms the theory set forth above. According to this theory, the result 
ought to be us follows: 

(x) ? rupeea^jlOO currency taels. 

l,000=91Gij taels weight Shanghai lineness. 

I=;t.l43 U)lahs line. 

9103 = 1,000 tolahs staiKlanl. 

1=1 rupee. 

(j-) =314.30 rupees. 

I>ess mintage, 2. 1 per cent O.GOl - 

Ix)ss in casting, 2 per mill 0.03j *■“'* 


307.07 rupees. 

Commission 1 per cent. 

Freight i] „ 

Insurance I ,, 

Landing and shipping J ,, 

Contingencies j „ 

Interest (note below). 

2S „ = 8.07 

Net 299.00 rupees. 

See now the actual result: 

1862 cost at Shanghai. 

Sent firet time Tls. 48, 852. 13 = Rs. 149, 796. 6. 11 or Rs. 306. 63 per Tk 100. 
Sent^ondtune 10,000 = 30,574.11.9 305.75 100. 

Sent thml time 16.500 = 50,469. 6. 7 305.88 100. 

^tal Tls. 75, 352. 13 = Rs. 230, 840. 9. 3 or Rs. 306. 35 average. 
l?Tom this deduct, as above, 2| per cent = 8. 04 

Rs. 298. 31 

(Loss of interest for one month is compensated for by the interest 
gamed on the drafts made against the sveee.) 

To two-tboiisandths or thereabouts the reiility and the theory agree, 
these small differences will always exist; tliey are unimportent and 
result from the fact that the purity, and even the standaiSd, of sycee 
silver IS not always the same. ^ 

interim have some 


(1) The stendai-d of the currency tael of Shanghai of ^ is in 

rupee standard of 220-240. 

of Shanghai sycee and its out-turn at the mint receivinir 
houses in India stand on fixed bases receiving 



234 


GOLD STANDARD IN INTERNATIONAL TRADE. 


money. In 1861 and 1862 the course of exchange was often enough 
in this position. 

Wliether or not my theory relative to the monetary system of this 
place be confirmed or modified by experience, this is certain: The ver- 
ification of a box of sycee does not present any difficulty, and the 
operation can be performed without its being necessary to have any- 
thing to say to or to be done by the comprador. Rules to be followed: 

(1) Verify your weights and assure yourself that 3 ’^our Shanghai tael 
has the required weight of 36.64 grams. 

( 2 ) Then weigh your shoes; ascertain the total weight and calculate 
the value, reckoning 100 taels current for 93.54 Shanghai taels 
(weight). 

In this way j’ou will be sure of finding out to a few thousands the 
current value of your sycee. 

When a great number of shoes pass through one’s hands such an 
operation can not take place every day, but in any well-ordered finan- 
cial establishment it ought to be made at least once or twice a month, 
it being of course understood that a daily approximate verification 
should be made. 

The entire mechanism of China for keeping money in motion is 
extremely crude and inconvenient. Silver is ordinarily packed in 
boxes, each containing about 60 shoes, weighing altogether a little 
over 3,000 taels or 110 kilograms. To carry one such case two coolies 
must be paid, by the trip, at the mte of 50 cash (2o centimes hrench 

iiionev) a head. 

To pay 100,000 taels (800,000 francs) 66 coolies are consequent!} 

'^h'roiifa bank to a private person this expenditure is charged to the 
lutter: from one hank to another, to the one InuMnjj. 

^ ' 1*1 • ..1 riT Qlir 


liouse which would, so to speak, represeni. genum... 

circulation. 

Shanghai, My, 1S6^. 


Weighing trial, Augiut, ISSO. 
SHANGHAI TAEL. 


Weight In grains. 

Weight In grains (0.06tS»l grain)- 

(H Accordlngto Mr.Volteh.oftbc Hong- 

Long nnd Sliunghnl Banking Cor- ^ ^ 

(2) By weighing Irluls at this ofllce ot>- ^ 

(1) No IntormftUon obtainable. 

.. 665.101 

1 4ft TV* • • • • 

Br S6. » 
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Weighing trial, Auguel, Continued. 

HAIKWAN TAEL. 


Weight in grains. 


(1) According to the Hongkong and 

Sltnnghai Banking Corraratioii, 

102.90 Shanghai tnel.'<=100 naikwaii 
tads, and 1 Shntighui tiuO =565.973 
grains: tints. 1 naikwiin tnd 5S2.3S6'2 

(2) According lo Mr.VciU'h.ot the Hong* 

kongand Shanghai Hunkitig Cor* 
puration 5X1.630 

(3) By weighing trials at this aflice ob* 

btined m.m 


Weight in gminx (0.0648-1 grain). 


(1) No infonnntion obtainahle. 


(2) By oaicnlatloii of Mr. Voitcir« stnio* 

meiit. gniiiLH aU.(X/ 18 grain. . 37.6S9624 

(3) By calculation of what I (oiiiul the 

Hiiikwaii Uicl.fKXl.UiiHgniitis • u.uois 


(4) Average 

1 

68L9S.1 

gmiii 

(4) By wdghiiiK irhils at 

37.7090 

this fiillco (»b* 


tiiiiicd 

37.0Hii 



(5) Avemge 

37.C9riOI 


KT-BiNG TAEL. 


(1) According to the Hongktnig and 

Shanghai Hanking Cur|K>rutlon, 

101.80 Shanghai tncls-100 K*u- 
ping tnclH, and 1 Shanghai tjid» 
grains; thus. 1 K'n-ping 
tad 57C.ICa')14 

(2) Thcllongkongand Shanghai Hank* 

ing Cur{X)nuioa can not give any 
iiuormation respecting iho Km* 
ping tael. 

(3) By weighing trials at this oflice 

obtained 57C.339 


(4) Average 676.2197 


(1) No information obtainable. 


(2) By calculation of welglit given by 

flongkotig and Shanghai Jhniking 
t'orponition. 676.1 G05 gralnsvu.tNVIH 
gmm 37.:i3.")2 

(3) By (*ftlcnIalion of wliat 1 found the 

K*n*pilig tael, 676.339 grahiN <0.0618 
gmiu 37.336 

(4) By weighing trlal.s at this othco oh* 

tallied witn two difTerent wdghla^ 

1 tad weight 37. 320 

C niacc and 4 mace ( biel ) 37. 258 


(6) Averogo 37.3173 


TOUCH OR FINENE.SS. 

There is no positive standard of touch or fineness for the different 
taels. 


Statistical Department, 

Sfmnghai^ Augmt 1880. 

New weighing trial, September, 1S80. 

SHANGHAI TAEL. 


G. H. Noetzli. 


Weight in grains. 


(I) 1 tael weighed 6&I.9M 

2 lads weighed 1.130.201 

SUdsweighed 1,C95.«8 

r™ . V .. ltael= 665.149 

5 mace weighed 282.614 

ltad= 565!228 


Average ^ 


117 


(2) According to the information of 
Mr. Vciteh. of the Hongkong and 
l<,^ „ Shanghai Banking Corporation.. 

(8) By my first weighing trial. 28lh Au- 

C , 1880 (weights procured from 
gkong and Shanghai Bank- 
ing Corporation) 664. 229 


665.978 


Weight in grams (0.0048=. 1 groin). 


(1) 1 tael weighed 86.690 

2 taels wcljghed 73. 117 

0.1 .... I 8o!558 

3 tads weighed 109. 777 

. V . llad=. 8o;692 

6 mace weighed 18.275 

ltad= S 6!650 


ATorage 86 587 

No information obtainable ns Vo' the 
weight in grama 

(2) By calculation of Mr. Vdteh’s state- 
ment, 568.973greinsx0.0(M8gram. S0.C75 

(S) By my first weighing trial, 28th Au- 

*^‘’1880 3e_555 


(4) Bycalciilation,665.117graliisx0.06t8 

gram 


86.6195 
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On the whole, I would not hesitate to take 565.10 grains and 36.56 
grains as the weight of a Shanghai tael. 


HAIKWAN TAEL. 


Weight ingrains. 


(1)1 tael weighed f>32.031 

2 taels wcighi*d 1.163.S<)1 

1 tael- f>8I.93U 

3 taels weighed 1,713.741 

llael= Ml. 217 
9 mace and 1 mace ( =1 tael ) weighed 6M. 309 
7 uiHC-eund 3mace ( =^1 tael )weighe<l M2..S61 
6miicenndlinace(=:ltnel)weighed 5t«0.9:l8 
5 mei-e, 1 mace. aii<l 1 mace { 

(= 1 tael) weighetl i»l.lC3 , 


Average 582.22071 


(2) According to the Hongkong and 

Shanghai Banking Corpomtioii, 
l(X2.9U Shanghai laels-lOU Huik- 
waii taels, and 1 Shanghai tael 
=565.973 grains; thii.s, 1 llaikwaii 
tael 582.3862 

(3) Mr. Veitch. of the Hongkong and 

Shanghai Banking Corporation, 
gives 581.630 

(4) By my firat weighing trial, 28th Au- 

gust. 1880 581.938 

(5) If 102.90 Shanghai tael8=100 Huik- 

wan taels, and 1 Shanghai tael, as 
found by the new weighing trial, 

=665.117 grains, then 1 Haikwan 

tael is 581.5053 


Weight in grams (0.0M8=1 grain). 


(1) 1 tael weighed 37.677 

2 taels weighed 75.3W 

ltael= 37.676 

3 taels weighed 112.891 

ltael= 37.631 

9 mace and 1 mace ( = 1 tael ) weighed 37. 815 

7 mace and 3 mace I = 1 tael ) weighed 37. 710 

(>niiicenndlmace( = l tael)weighed 37.G02 
6 mace, 1 macc, and 1 nmee 
(=1 tael) weighed S7.W7 


Average 37.6965 

No information obtainable as to the 
weight ill graims. 

(2) By caiculatlon, 582,3862 grains 

• ouijsgniin 37.7386 


(3) Byca1culation.5Sl.C30grainsx0.0&16 

gram 37. 6896 

(1) By my first weighing trial, 28lh Au- 
gust, 1880 37.6S6 

(5) By calculation, 581.5063 grains 

xO.0618 gram 37.6816 


The weights (a new set) for the new weighing trial were obtained 
from the Haikwan Bank, after some delay for the purpose of having 
them a.ssayed. The above figures, however, show how imperfectly the 
task was performed. I am under the impression that the bank forgot 
to have the weights assayed, and when I called for them was 
to say so. 1 would be inclined to take 581.938 grains and 37.686 
grains as the most approximate. This weight is thirty onc-huiidredtn.s 
grain above Mr. Veitch’s statement, thirty one-hundredths gram below 
the found average, and equal to the 2 taels weight. 


K‘U-P‘ING TAEL. 


Weight in grains. 

Weight in grums (0.0048=1 grain). 

( 1 ) 1 tael weighed , 

(I) 1 tael weighed. 

2 taels welghtHl 1. 151. 

1 lAel» 5/5. m 

3 taels wcighcil 

1 taels 5/5.i>>i 

8 mace and 2 mace ( = 1 tael) 

weighed 

7 mace and 3 iiiacc ( = 1 lael) 

\velghe<l 570.5/1 

5 mace, 3 mace, and 2 mace 

tael) weighed 676. 

£ mtw j Uei= S7.!ff5 

3 taels weighed Vtael- 

8 macc and 2 mace (-1 „ 287 

7 mace and 3 mnee (-i hie ) j7,330 

8 mace. 3 macc. and 2 mace («i 37 314 

Average 676.819 

(2) According to the Hongkong and 

Shanghai Banking Corporation. 

101.80 Shanghai Iael8 = 100 

K‘u-p‘ing taels, and 1 Shanghai 
tael=566:973 griiHis; thus, 1 

K'u-p‘iiig tael 5i6.1C05 

(2a) At 6^.117 grains for the Shanehal 

tael, 1 K’li-p'lng tael would be.. 676. 

(3) By my first weighing trial. 28 th 

AiimiEt Otb.^ 

37.297 

No information obtainable as to me 
(2V^V calculation. 576.1605 grain., x 37 3353 

(2a) By calculation, 676.289 grains x 37 2737 

(S) By Mlculatlon of my first »e^* 

‘ lug trial. 576.339 graliw x O.dMS ^ 

(4) Dr. S. WclU Williams, in his 

Chinese Commercial Guide, page 

fi) Brnly weighing tMi. 37 . 2^3 


~ 
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The weights used in the above trial were procured from the Ilaik- 
wan Bank, after waiting for some time to have them assayed; but 
here also they were found to differ among themselves. 1 would be 
inclined to take the result of the weighings of the 2 taels and 3 taels — 
575.923 and 575.654 grains, giving an average of 575.788 grains, 
37.275 and 37.323 grams, giving an average or 37.299 grams— as the 
weight most likely to be correct. 

TOUCH OR FINENESS. 

There is no standard as to touch or fineness for the different taels. 

G. H. Noetzli. 

Statisticai. Department, 

Shanghai^ 30th Septemhei\ 


Memoi'andum. 


1. The Shanghai marhet {or Ktiei-pHng) tael (not a weight). — Fine- 
ne.ss —2 or 2 per cent discount. 

The Shanghai or Kuei-p‘ing tael used in the record of values has no 
corresponding weight. There are copper or brass weights for Haik- 
wan or Ssu-pMng taels, for K‘u-p‘iiig taels, and for Ts‘ao-p‘ing taels; 
but I am told that there are no copper or brass weights called Kuei- 
p‘ing weights. Shanghai sycee is known as tou-kuei 3'in, also as chiii- 
pa jiD. 

2. The Kuei-p‘ing tael is not* a weight, but is the result of a calcu- 
lation, the elements in which are the actual weight of the silver in 
Ts‘ao*p‘ing taels. The addition to this of whatever percentage is 
indorsed b\’ the Kung-ku on each shoe for its quality or betterness. 
the conversion of the total of the two sums into the so-called Kuei- 
p ing taels at the rate Ts‘ao-p‘ing taels 98 = Kuei-p‘ing taels 100. 

r or example, a shoe of sycee that has to be valued is taken to the 
Kung-ku office; there the weight, say, 50 Ts‘ao j)‘ing taels, is written 
on the shoe; also the premium for quality, say, Ts‘ao-p‘ing taels 2.70. 
The owner can then say that he has 50 Ts‘ao-pMng taels of sycee of 

however, to express the value of his 
sycee I" t^e so-^lled Kuei-p‘ing tael, the total of the two figures must 

or multiplied by e. g., 1 shof 50 Ts‘ao- 
f + premium Ts‘ao-p‘ing taels 2.70 = Ts‘ao-p4ng 

taels 52.70 -r 0.98 = Kuei-p‘ing taels 53.77. ^ ^ 

. , Ts'fto-p'ing taels. 



xTctniUDi 2* 70 


.98) 52. 70 (63. 77 
490 


370 

294 


760 

686 


740 

686 
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The following IS a copy of the tally of box No. 1 of the remittance 
of .sycce from Chefoo ex Fungshun on 26th July last, the valuation 
being made at the Haikwan Bank on the 27th Jnly by deputies from 
the Kungf-ku office: 


Shoes. 


1 

•2 

3 

5 

r> 

7, 

8 . 

9. 

10 . 

11. 

12 . 
13. 
U. 

15. 

16. 

17. 

18. 

19, 

20 , 
21. 


Aetunl 
weight. 

(iiaf. 
51.37 
50.97 
50.82 
50.03 
60.02 
50.92 
50.72 
50.72 
50,^ 
50,50 
49.95 
50.21 

50.36 
49.90 
50.94 
49. S7 
50.81 
51.30 

50.02 

60.36 

50.02 


Premium for quality of sycec 
per shoe. 


Shoes. 


7V*flo-p'i«o tads. 

2.60 

3at2.80=Tb. 8.40 


•t 

(» 


2. 76 

M 

( 

4 

4 

4 

4 

4 

I 

4 

4 

4 

t 

I 

4 

I 

4 

4 


18 at 2.75sm 49.50 


22 .... 

23.. .. 

24.. .. 

25.. .. 

26.. .. 

27.. .. 

28 .. .. 

29.. .. 

30.. .. 

31.. .. 

32.. .. 

33.. .. 

34.. .. 

35.. .. 

36.. .. 

87.. .. 

88 .. .. 

39.. .. 

40.. .. 


Actual 

weight 


TVa^Hng 

50.10 

50.97 

60.60 

50.60 

50.13 
61.15 

50.80 

50.19 

60.24 

50.20 
50.84 
49. M 
60.28 
49,87 

51.25 
50.18 
50.95 

50.14 

60.80 


Premium for quality of sycoc 
per 8«hoo. 


7\i*ao^'ing tads, 
2.701 


M 

44 

14 

44 

«l 

44 

4» 

44 

44 

44 

44 

44 


44 


44 


il7 at 2.70»Tls. 45.90 




2At2.65sTl8. 5,30 

Total premium lOD.lOtacIs. 
2,019.38 total weight. 

109. 10 premium in Ts'ao-plog ucla. 


.98)2. 12$. 48 (2.171.918 
196 

168 

98 

701 

686 

188 

98 

900 

882 

180 

98 

820 

784 

36 


The object of the two foregoing operations is, first, to sJ’™® 

of a given premium to its equivalent in terms of a ’’ gf 

vorlii/'n fhnt fitriire to its ealiivalent in terms 0 


of 
pro- 


of a ffiven premium w its equivaiuiii m lunijs . * 

mium, and, second, to reduce that figure to its p 

a sycee that is either 2 per cent inferior to sycce that beam no p 

mium or that is subject to a discount in weighing. I 

I have been told that 98 Ts‘ao-p‘ing taels are tooqiii^l IW ta 

kuci yin as a mere discount on weight. I '>5,™ 


2 per cent discount.” i . • „ m<»mornndum in 

On inquiry at t he Kung-ku office^ 1 obtained a memom m ^ 

« I have not tieen able to any confirmation of the statement 

gycee is sycee of the dollar purity; myanthonty from the Aung 
it differs somewhat in fineness from the dollar. 
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answer to certain questions to the effect that the weight adopted h}' tlic 
Kung-ku is the Ts‘ao-ping weight used, before the opening of Shang- 
hai to foreign tnide, by the mordants in tlie pulse and grain trade; that 
tliesycce used by the trade was called yiian-ssu yin, and was cast in 
small round cakes of about a tael’s weight each, wliich were current 
much as dollars now are; that it Avas also called tou-kuei yin, because 
it Avas the regulation syccc of the pulse and grain trade; and tliat com- 
pared Avith the present standard of the Kung-ku, kuei yin syccc w’ouhl 
nave its quality expressed by the term (diii lisui erh shi — tliat is, each 
100 titcls Avcignt of such syece would have a discount of 2 taels and be 
faiken only as 08 bids. 

On the Kung-ku .scale of touches, then, this 3 ’uan-ssu yin Avould 
have its standard expressed by minus two (— 2 ), e. g.: 


til 

B 


s 

c 

9 

M 

& 

» 

cu 

6 

‘S 

9 


K 

14 



Percentages.. (-h6.168), -f-O (-|-5.(>) +5, -f4, -f-S, +2, -|- 1 , 0, - 1 , 



Degrees of betterness. Degrees of worseiiess. 


^e scale proceeds by 5 candarins per 50 taels or 1 mace per 100 taels, 

but for sake of brevity the whole numbers only are eiven in the illus- 
tration. 

The yiian-ssCi or kuei yin is no longer met with, the current syceo 

varying from 4 to 6 degrees of betterness, but the denomination of 

value IS kept up, and all values are expressed in their equivalents in 
the imaginary kuei yin. 

The term Kuei-pMng seems somewhat misleading (there being no 

writing 100 taels Kuei-ping^ we 
might preferably write 100 taels of kuei yin. ^ ^ 

The following calculation is submitted for finding the rate of ox- 
change between, say, Ts'ao-p'ing sycee and kuei y in : 


a> 

.0 

^ O' 

sg 

(S 


o 4) 
Q ?0 

Q ^ 


Scale. 

Percentages. 

«. (106.168) Haikwan. 
h. 106. 

(105.6) K‘u-i>‘ing. 
105 Ts‘ao-p‘mg. 
IW 
103 
102 
101 


c. 

rf. 

e. 

/. 

t 


X. 

i. 

J- 

k. 


100 

99 

98 Kuei yin. 
97 


To fin<l (he relation which sycee of the 
d qiiahty bears to the sycee of the i 
quality: '' 

i 98 , 

‘•'“iro"' 

ioq/=98x 
105j=100rf 
rf=An9. 1.071428J 
lOOjXIOSxX rf 105i 

^ , ~98xXl00d W' 

Or by analysis: 

100(/=l05x 

98x=100; 

9S 

infw^ lOSxiOQ? 

98 

98 
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One of the premises of the calculation is that this is merely 

a comparison of percentages. It follows that 100 taels of the j quality 

equal 98 taels of the x quality, and that and 1 tael of the x 

yy 

quality equals ^ - taels of the^’ quality: 

yb 

^ 100 
100j=98x 

98 

In the foregoing calculations sycee of different grades has had its 
value expressed in terms of sycee of the x quality by adding the per- 
centage of premium to the weight; by the above formula x equals 

— y, so whatever coefficient there may be of whether it be 52.70, 

as in the first example, or 2,128.48, as in the second example, may be 

multiplied by in lieu of a-, the answer being the equivalent in kuei 

yb 

yin sycee. In the calculations, in place of multiplying by 100 and 
dividing by 98 a step is saved by dividing by the decimal 0.98. 

The Chinese method of making the calculation on the suan jan to 
find the equivalent in kuei yin of 100 Ts‘ao-p‘ing taels weight of sycee 

at 5 per cent premium is — 

Ts'ao-p'ing taels. 

To 100.00 

FoMM tS“ldd 2 perV^ni : i I’ W called sh«n shang sMn chia «rl.. 

For 7 taels add 2 per cent 0. H 

For 0. 14 taeb add 2 per cent 0. ^ 

For 0.0028 taels add 2 per cent u.uuwoo 

Ta‘ao-p‘mg taels 107. 142856 + 

The process may be carried on until the 

obtained in the answer. The direct division of 105 by 98 gnes tn 

wtf Sm Ifthe Mental Bank that througl. remit- 
tances to India the JdTt^^e ^ d^onipte 

tion stated that the Chinese to'make a calculation on 

rbtfsoValiX^^^ 

¥£ i li ^ 

2 85 991 0.10 ^ 

o 00 992 , . j -- OQQ- hnt never naving 

taking aa his basis that foreip. bar ^ver^ bSI 
occaflion to make the calculation, gives these ngun» « yt' 
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mium — say, 2.70 — then a basis would be ol)taincd from wliich tlio 
foreign expi’essions corresponding to the terms for betterne.ss of sycce, 
such as 2.G, 2.65, 2.7, 2.75, etc., could be calculated and given in 
thousandths (] fj g-g). 

The out-turn of several remittances to India can be referred to, but 
the records do not state that the sycee experimented on was of a uni- 
form touch. In the foregoing tally of 40 shoes it is seen that the 
shoes of sycee in one box were of four dilferent grades of fineness. 
A “lot” of sycee may contain shoe-s from' different provinces and 
varying in betterness from 2 taels or less up to 3 tacl.s jiremium (per 
50 taels weight, or double these figures per 100 taels weight). 

I ani furtner told that the smelting estaldishments which convert 
bar silver or dollars into sycee, and which recast certain sycee for the 
percentage of gold contained in it, have no fixed standard of fineness; 
the shoes turned out will enter into the currency of the place whether 
they be of 2.6, 2.65, 2.7, or 2.75 touch. 

^ It appears, then, that in the absence of further information as to the 
Chinese standard of thes3’cec sent to -India no conclusion can be come 
to as to the proper foreign equivalents for the terms in the Chinese 
scale of touches. 

The required touch or premium for K‘u-pMng taels is taken as 2.(5 
taels, or 5,6 taels per 100 taels weight; it would appear, then, 
that the fineness of K*u-pMng S3’cee could be ascertained approximately 
by having a number of shoes, certified to by the Kung-ku as being of 

this HMolU.V f 


.us, «o-p mg or onangliai tael. It would, however, .still I.e 
a question whether the Kung-ku offiees at different places have a com- 

El "'''do bv an unof- 

facial Kung-ku ofhee would be accepted at a provincial treasury. 

4. Haikwan taeU . — ^ 



. . . 6 Ifaikwan taels premium per 100. 


X’ „ • . . , a characters (Chiuese) 

to^^p ® ‘=°'“P‘'ccd with a set of troy weights belLtimr 

^ra ns obtaining results varying Lm 581 71 

agree closely with the 5l^ef 

to bear a premium o ™'2 it Chit Jo at Shanghai 

umty staudaM-that is. as havSg uo%?^m&d"™ .UsoJult 

fZfz S: s Si S' ■“ 

Shanghai premium, 2.7 taels said to «nl| SS at ttow 
8. Doc. 128, 68-3 16 
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wL'icfht of the Haikwan tael by multiplying the weight obtained for 
the Ts'ao-p'iiig tael, viz, 565.637 grains, by the accepted proportion, 
100 Haikwan taels weigh 102.80 Tshio-p'ing taels. 

5a5.637xl02..S0=o81.47 grain?, weight of 1 Haikwan toel. 

\ Haikwan tael weighs (or should weigh) 581.47 grains. 

At the Kung-kii oflice the Haikwan 50-tael weight was considered 
to l»e tlie most reliable of the .set. Furthermore, its ascertained 
weiglit in Ts‘ao-p‘ing taels agrees with the figure used by the Haik- 
wan"* Hank in its calculation on page 23. ^ . t. j 

Bv using a set of gram weights belonging to the Coinptoir 1 found 
1 Haikwan tael to weigh 37.68 grams, and on another trial to wei‘di 
37 66 grams. The first result is verified as follows: Multiply the 
wei«dit taken for the Tshi()-p‘ing tael, 36.6527 grams, by the propor- 
tioiflOO Haikwan taels weigh 101.80 Ts‘ao-p4ng taels. 

3a.6.527xl02.80=:i7.6789gp.un?. weight of 1 Haikwan tael. 

1 Haikwan tael weighs (or should weigh) :L.68gnun.«. 

If the fi<nires 37,6780 I>e multiplied i>y 15.432340 {the number of 
grains etpuvalent to a grain) the re.sult is 581.4( grains the t\eight 

subniittod uliovo tor the Huikwan tuPi. , i . iaa u 

In the Keports on the Haikwan Hanking bystem, page 100, it is 

''ivU the St "f " t"' iT'olSr' 


Ah the Haikwan t 

tion 100:102.80: 


nenig — 

„ol weight of hrast to the Te'»o-p'ing tael weight 


Ts'tio-p'inR tacltt- 
100.000 
2. 800 
C.168 
.204 


100. 172 


Meltage fee, etc 



Ts'ao-p'ing taels A, ,„elta« fee 
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Ninety-eight Ts‘ao-pMn^ taels being taken to equal 100 Shanghai 
taels, we have the proportion — 

Ts'ao-p'ing TIs. 98 : Shanghai Tls. 100 :: Ts'ao-p'ing Tie. 109.172 : 111.4 

98) 109.172 (111.4 
08 

111 

98 


137 

98 


392 

392 


Haikwan lads, 100=Shang]>ai laels, 111.4. 

To pay 100 Haikwan taels one must hand the bank sycee or dollars or 
cash at the market rate, or the tael notes issued by the foreign banks, to 
the value of 111.4 Shanghai taels. The calculation, however, includes 
a meltage fee, and the item of premium, 6 taels, is in excess of what 
is generally required, 2.8 taels per weight of 50 taels, or 5.6 taels per 
weight of 100 taels, being said to be the standard for K‘u-p‘ing, or 
provincial treasurer’s, sycee." Why the meltage fee should be charged 
when the bank is not forced to take a given weight of dollai’s is not 
apparent. Were the meltage, etc., fee dropped out and the standard 
for K‘u-p‘ing sycee taken, the calculation would be — 

100 + 2.80 + 5.60 = 108.40 .98 = 1 10.61 Shanghai taela. 

The calculation given above is that communicated by the Haikwan 
Bank manager and printed in the Shanghai Report on the Haikwan 
Banki^ System, page 111. 

5. iCu-pHng taeU — 

Si””'' 575.82 Brain,. 

Distinction has to be made between a tael’s weight and a tael's value 

^ .procured from the Haikwan Bank a set of brass 
weights with the characters K‘u-p‘ing cut on them, which were com 


y 

100 K‘u-P‘ing taela weigh 101.80 T^‘ao-p‘ing taels; 
also that 1 K‘u-p‘ing tael weighed 575.812 grains. 

^'^.''“‘^ormity we may multiply the weight obtained for 

S'u-pte? 

1 K‘«.p‘ing tael weighs (or should weigh) 576.82 grains 

101.80, the fixed proporLnf f ^hl 

wh«£ the Chineae may lay cl^' considerably below the pure silver 
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siune ligure is ol)taincd bv dividing 575.818 liy 15. 432341), to reduce 
grains to gmnis. 

1 K‘n-p‘in^ tael \vei}rlif* (or shonM wei^^li) ;i7.312 gramg. 

As regards value and Hneness: The standard for K'n-p’iiig sycee is 
said to be 2.8D taels premiiiin per>hoe of 50 taels weight, or o.liO taels 
per loo taels woigiit. 

The rate for eonverting K*u-p*ing into Shanghai taels is 100 K‘u- 
p'ing taels = lotMl Shanghai (kuei yin) taels, and is arrived at as shown 
iti the following calculation: 

As the K*u-p'ing tael weiglit of brass bears to the Ts’ao-p‘ing hiel 
weight the proportion loo : 101.80, so — 

Shanghai 
T8'nt>-p‘iug taels. 

100.00 

Ail(i fnr liifferetu c in weight 1- 

A(1<1 for touch or premium 

Ts'ao-p'ing taels 10*. -10 

{That is, 107.40 Ts'ao-p'ing taels (without premium) equal 100 

K‘u-i)*ing taels of the standard 5.00 taels premium.) 

Ninety-eight Ts'ao-p'ing taels being taken to ciiuul 100 Shanghai 

taeI^. we have the proportion— 

Ts'ao-p-ing Tls. US : Shanghai Tls. lUD :: Ts'ao-p-ing TIs. 107.-10 : IO‘J.6. 

‘ «>S) 107.40 ( 100..502 

OS 

040 

SS2 

.=i80 

400 

000 

SSL* 

inn n,ols=ku.M yin or 109.(10 ShaOBha, taela. 

Tbo nbovo ciilculatioii (liffcis from **o„sX'iTd ns e.\pres.sc(l 

wnn into Shnn}rlini tnds in Hint tlie men "into the cnicnintion. 

in Ts‘no-p-inK tnels. nm;! thnt no >>'<-'» K‘'l"L' f; .,„.itlnnco wonid not 
I Inive^lieeii told in tl.e Hn.tan '5 To remit 

nooessniily he of sycee iiieked fo -’j of ino K'icp‘mj; 

K-n-p-intt tnefs. the sycee wonl. hr pi t (ip 1 the 

(,.neh()f tho.sycee, snyo.intiulspt y stnndnrd n.iio tnels 'iz. 1 

the ditl'erenee hetween “-o ' ‘j'' ‘ ,„„(le eood, n'»> “'J 

innee for eneh pneket. would V . , K'n-p-hig t«els weight of 

ti.n •>(1110 K-u-n'imf taels an additional - i l 

In-oken sveee woukri.ave to the Kung-ku appnds- 

On the aist or o-id ultimo 1 “''YI "'l'' ,pured n hnnk weight. 

weighedl«t.SoTs.no. 

p'ing taels. 



GOLD STANDARD IN INTKRNATIONAL TRADK. 


245 


5.50 t:u'l8 |H‘r 100 Ki]n(;-kii stAnOanl. 


6. Tii'‘a<hp^iufi taels — 

Weight each 5(>5.637 grnina. 

T-:. , f 5.50 tju'Is iH*r 1 

^ i 5.00 tat‘ls |HT lOO oflii'iul. 

As to weight: The Ts‘ao-p‘iiig tael weight" of hiuss is the basis of 
all monetary calculations when the value of sycee is in (luestion, it 
being used for weighing the sycee. 

I &ive compared the troy weights of the Comptoir with the Ts‘ao- 
ping ^’eights at the Comptoir, tlie Hailcwan Hank, and the Kung-ku 
office, witTi results varying from 565.72 grains to 565.56 grains as the 
weight of 1 T.s‘ao p‘ing t4iel; hut as the weights of the Kuing-kii office 
are accepted as the local standard, and theii* balances considered to be 
accurate, I prefer biking the weight ascertained there to an average of 
several weighings at differentplaces. liy the Kung-ku weights a brass 
weight of 100 ounces troy weighed 84.86 'I'shio-p'ing taels. 

100 onncei?=-18.000 gnunsH-8-1.80=5f>5.6375. 

1 Ts‘ao-p‘ing tael weighs 5(>5.()375 grains. 

Ill this experiment the balance between the lOO-ounce weight and 
the 84.86 taels was considered exact. The Chinese in weighing do not 
irscany fractional part of a candariii, but w'ere a half candann (5 li) 
added to or subtracted from 84.86 bids the dillerence in the result 
would only be 0.033 of a grain. 

At the Kung-ku office I found 950 gmms to balance 25.93 Ts‘ao- 

p mg taels; the result worked out is 1 Tshio-pMng tael weighs 36.64 

grams. Hut as in this case the weight in bids is small and the pos- 

sible discrepancy of a half candarin in weijyhinjf would have a create r 

e^ct on the answer than in the foregoing calculation, I prefer to take 

thc Ts ao-p ing tad as egual to 505.6375 grains, and to ascertain the 

equivalent in grams by dividing that figure bv 16.432349, the number 
of grains equal to 1 gram. ‘ umuoi 

to.. 565.6375-^15.4323-19=3({.6.527. 

1 Is ao-p mg lael weighs (or should weigh) 36.6627 grama. 

Also by the Kung-ku weights — 

Haikwnn taels weight. 

101.80 Ts ao-p mg taels weight=100 K‘u-p'ing taels weight. 

In 1864 the iimnapr of the Comptoir d’Escompte at Shanghai rnive 
565 ^ l^hanglmi tad as “ troy grains 565.70, perLps 

graiS.’ manager of that bank gives the weight J 565. 63 


to prevent disn’ntp thn wniten bank orders, 

tu urevenp aispute, the standard of the sycee must be snooliioA 

taels 

the calculation being- 107.US Shanghai bids, 

To Ts'ao-p'lng taels. 

Add for premium . 100. 00 

5. 00 

Ts‘ao-p‘ing taels 

1 105.00 

« Not uniform at different placid 
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(That is, 105 taels Ts‘ao-p‘ing (without premium) equal 100 Ts^ao- 
taels with 5 taels premium as the standard.) 

98 Ts'ao-p‘ing taels being taken to equal 100 Shanghai taels— 

Ts'ao-p'ing Tls. 98 : Shanghai TIs. 100 : : Ts‘ao-p‘mg Tls. 105 : 107.1428. 

98 ) 105 ( 107.1428 
98 


700 

680 


140 

98 


420 

892 


280 

196 


840 

784 


56 

100 Ts‘ao-p‘ing taels weight of sycee at 2.5 premium=107.143 taels Shanghai. 

I am far from .sulunitting tlie.se notes as authoritative; but offer 
them mainly witli a view to indicating the, field for inquiry in this 

connexion. „ 

Pascal aIartin. 

Shanghai, 20th Octohei\ 1880. 


COPY OF A LIST PREPARED BY THE WRITER SUN. 

Ilaikwanm 100=^;a^haim HI;!®:?, .nuhiplyU., 91.2. MJU) 

=Ts‘ao-p‘ingTls. 103.9.7.3 (from multiplying 93..U1 b\ ill.-*) 

Shanghai Tls. 100=Ku-n‘mg Tls. 91.^^4.0 

= HaikwanTlp. 

=Td‘ao-j>‘ing Tls. 93.3.3.3 

Ts'au-p'ing Tls. 100=Shang mi Tls. 

K‘u*p‘ing Tls. lOO-Shanghai Tls. 109.6.0.0 


1. SlmiiKlmi is the 

“‘T' tails. ..aHed kuei yin. nlso eall-d 

Wis and K‘u-p‘ing taels and Knan- 

Ts-ao-pMnj: and K'u-pMng taels t^cre^e^™l-«^Ss«f 

but the Kuci-pbng and Kuan-p mg ^ ,„ul weight-^, 

value simply, and there are - c-orrespond.^s^^^^^^^^^ 

5. There is a Kung-ku office foi tesung 

Shanghai. 
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6. When silver is brought to this Kung-ku office it is weigliod with 
the Ts‘ao-p‘ing scales ana weights which were used by the merchants 
in the gram and pulse trade before the treaties opened tlie port. The 
office tlien writes on the silver its weight in Ts‘ao-p4ng taels and also 
its touch or miality. A subsequent calculation has to be made to fix 
its value in Kuei‘p‘ing, K‘u-p4ng, or Kuan-pMng taels. 

7. Ninety-eight Ts‘ao-p‘ing taels arc equal to lUO kuei yin taesl; 
but as there are no Kuei-p‘ing scales and weights, it is not known 
whether this difference is a aiscount on weight or on touch. Kormei ly 

the tau kuei yin was styled or yuan-ssu vin, and then was made 

up of small round cakes weighing about 1 tael each; and as for kuei 
ym, when compared with the Kung-ku’s present standard, its quality 
is expressed thus: Cliu hsui erh shi, which means 100 biels weight 
of kuei yin silver has a discount of 2 taels and is taken as being only 
98 taels. 

8. The yiian-ssu silver is now not met witli. Current .silver or 
S3'cec varies in touch from 4 to 6 degrees of betterness; and these 
degrees are expressed in kuei yin taels. 

9. Wlien asked to calculate on the suan-pan the value of 100 taels 
Ts‘ao-p‘ing in kuei yin silver, a Shanghai banker— 


Will first put down 

Will add for betterness 5 per cent 
ForTls. 100 will add 2 per cent ... 

For Tls. 7 will add 2 per cent 

For Tls. 0.14 will add 2 per cent. . 
For Tls. 0.0028 will add 2 per cent 


TucLs. 
100 




5 105 
2 107 
0. 4 
0. 0028 
0.000056 


And the result will be Shanghai silver 107, 142^56 

10. Similarly, if the value of 100 K‘U'p‘ing taels is to be expressed 
in Shanghai silver— seeing that the .standard for K4i-p‘ing silver is 
said to be 5.60 taels and that 100 K‘u-p4ng taelsequal 101.80Ts‘ 
taels in weiglit, a banker would — 


ao-p^ing 


Tacb. 


First of all set down inn 

Add for weight , 

Add for touch 

Thus making Ts'ao-ping taels \07A0 

equal to 100 K‘u-p‘ing taefs, and further calculation shows that as 98 
Ta ao-p mg taels equa to 100 Shanghai taels, so 107.40 Ts‘ao D4nP- 

““ K‘u-P‘ing toel^ 

f Haikwan tael— inasmuch as 100 Haik- 

First of all set down. . Toels. 

Add for weight., 100 

Add t -cinV ;;;;;;;;; ^ 

^ 0. 204 


Thus making Ts'ao-p'ing taels 


109. 172 


ShanghaiU; that S ‘ hai 
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12. As rejraRls comparative values, therefore, the following may be 
taken as the standard: 


Shanjrliai Tls. 100= K‘ii-p‘ing Tls. 91.2.4.0 

i.e., Haikwan Tls. 89.7.6.6 
i.e., Ts‘ao-p‘iiig Tls. 93.8.3.3 

13. What precedes refers chiefly to comparative values; accordinglv, 
if one desires to know how many Knglish pounds sterling can he bought 
in London with so much Haikwmi or K*u-p'ing or Ts^ao-ping silver 


langhai taels will buy a draft for 3, 0(H) .shillings, i.e., i'loO. 

14. If one asks about weights without reference to touch of silver 
oranv such item.s the following figures give the results of compari- 
sons of weights made at the Kung-ku. 'laot'ai's yamen, and foreign 
French and Fnglish banks at Shanghai (the Ts‘ao-p‘ing scales and 
weights are the ba.se.s of all calculations): 

101.80 T.«‘a<)-p'in<r tac*ls=100 K‘u-p‘ing taels. 

102.80 Ts‘ao-p‘ing taels=100 Haikwan Uu*!s. 

1 Ts‘}Mi-p‘in{: tael in Kiigli.^h wcijilit weijrlis .^65.6.375 grains. 

1 Ts‘a(ep‘iny tael in French weight weighs 36.6527 grams. 

1 k‘u-p‘iiigtael weighs | :i7.312 grams. 

... , , ,, • I f 581.47 grain.**. 

1 I laikwan tael should weigh ^ :i7.68grams. 


‘200,000,000 Kni ])-ing taels are etpial to ‘219.‘20u.uuu 
and thareforo would l.nv fSi'.SHu.uno. If we discuss wciglds aud 
purchase of the couuiiodity silver hv "‘‘iKht then inasmucb a- 
ffraius e,|ual one ounce, aud one K-u-p-.ug 

21111 ,0110,01.11) K‘u p-iuo tads weight will equal • , ^"1 .ip 

1 . e., oihl.D^o.OOO ounces; and. further, seeing that at P'^ 1 ^ 

vor i.s quoted at 3(..n. <■• I>er 

cost in London .€30..or)2,04!l 4s. 4Ad. nrobablv send up 

purcha.se of so from London to 

price, and freight, etc., would Inn c P ,,, ,jn„ K'n-p^ng taels 

Shanghai: so that to lay U more 

wcigKtof bar .silver bought m "1°' ' ciW^ 'I'horc 

than 3,055 wan ^ bniu^ out .so much-i>os.sibly 

would, besides, be the tune required to bung oui 

two or three months. „.oicrht is emml to 570.84 gniins, 

10. If it is said tliat a Chinese * '^VriSed in 1770 (Chien 
the tael spoken of is tlie Canton tat . , i,(.f(,re the treaties. 

Lung 34th year) with tlie (;ii\,iese catties are equal to 

According to the treaty tarill rules 100 C limost 

I33i pounds therefore, one Chinese tael wdl weigh 

Iddj) pouna» jivoirdupois 

l.m coarse weight ounces, i. e., 583.20 grams 

If- O')"')*'" avoirdupors ’ 

lino weig ht 37.733 grams. But reall.v the Canton 

troy 
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tael ordinarily used is one-balf per cent lighter, weighing only 37.58 
French grams, or 579.84 English grnin.s. 

20. IX. ’95. 


K'‘U‘p''in(f weifjhtH. 

1. In transactions between Chinese and foreigners the Canton tael 
is the one in geneml use, as the port from which it tikes its name is 
the one which was first opened to foreign trade* in China. 

According to the supplenxmtarv Friuu'o-Chinese and Anglo-Chinese 
treaties signed at Shanghai in November, 18.5.S, the Canton tael ought 
to weigh — 

In French \Yeight, 37.78.1 jirams. 

In English weiglit, 1.333 ounces avoir<luj)ois=1.215 ounces troy, or 

=24.30 pennywciglita. 

=583.20 grains. 

These proportions are based on the convention made at Canton, in 
1770, between the supercargoes of the old East India Company and 
the privileged Chinese merchants who formeilv there possessed the 
monopoly of the trade with foreigners. 

But in reality the Canton tael, an in ordinary use in China, is 4 per 
cent lighter than the above-mentioned standard and does not weigh 
niore than 37.58 French grams {according to the scales of the agency 

or tlie (^mptoir d Escoinpte dc Paris); according to the basis adopted 
by the English banks: ^ 

1.208 ounce.s troy weight. 

24.16 pennyweights. 

579.84 gniins. 

* * * * * , ^ 
Ts'ao-P'ing tael weight of l)ra.ss is the basis of all monetary 

weigft The's “ee: ' 

niave eompared the troy weights of the C'oinptoir with the Ts'ao- 

‘lie Comptoir, the Haikwaii Bank, and the Knng ku 

we'shtrf 1 Ts‘ao grains ^s^he 

ao-p mg tael; but, as the weights of the Kuncr-ku office 

aie accepted as the local standard and their balances considered to hft 

oflevi:;/ P ascertninerthe"n average 

h! ® ^ ^*fferent places. By the Kung-ku weight? a 

brass weight of 100 ounces troy weighed 84,86 Ts‘ao-p‘mg taelsf ° 

- - 'eigh) 36.6527 grams. 

Also by the Kung-ku weights — 

^ lOl.W T8‘ao-p‘ing taels weight=100 K‘a-p‘ing taels weight 

Bank a sefof wei^Vwith *^e charaS Haikwan 

which were compared f^rnfat the 

troy and gram weights from the ComptL, LtelUs'^wiTh the K 

Ts‘ao-p‘,ng weidits. It was found that the lo tH] 

weighed 50.90 Ts‘ao-p‘ing taels and it i S K u-p mg weight 
hence— ^ ^ indorsed accordin^y; 

100 K‘u-p‘ing taela weigh 101.80 Tfe‘ao-p‘mg taels. 
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For the sake of uniformity, we may multiply the Aveight obtained 
for the Ts*ao-p‘ing tael, viz., 565.037 grains, by 101.80, the proportion 
^iven above, and take the result, 575.818 grains, as the weight of the 
K'u-pMug tiel. 

1 Uiel weighs (or should weigh) 575.82 grains. 

1 K'u-p'itig tael weighs {or should weigh) 37.312 grams. 

*«***■»* 

(The above extracts are taken from memoranda drawn up by M. 
Pietsch. of the Comptoir d’Esconipte, in 1804, and Mr. P. Martin, of 
the Shanghai cu.stoms, in 1880.) 


(c) Sc.ARCiTY OK Cocker C.\sn— Mr. Woodrufk’s Remedial Spogestions— V. Office 

Series, Ccstoms Pakeics, No. 50. 

Memorials to the Throne from several provinces having recently 
drawn pi'ominent attention to the inconvenience and distress caused by a 
steady rise in the value of the ordinary Chine.se medium of exchange— 
the copper cash— as measured by .silver, the accompanying dispatch 
from Mr. Woodruff, commissioner of customs, suggesting a line of 
policy for adoption by the Government to restore the cash to its former 
stable position, i.s now issued for the use of the service. 

Bv order. „ 

Alfred F. Hippisley, 

Chief Secretary 

Inspectorate-General of Customs, 

PekiiHf^ Augnat 1:}^ 1S96. 


No. 1337.] 


Custom-House, 
Ichang^ JuneSO^ 1S9G. 

Sir: On the 11th of March the governor of Hupeh and on the 23d 
of Mav the viceroy and governor jointly hxed a ielati\e - 
Hupeh dollars, dollar and cash notes, and copper ca.sh. i g 
inclose copies of the proclamations, with Mr. larrs tninsla ■ . . 
The of the late was to remedy the pijsent '»ost harmful 

-dearne.ss'’^f cash, but the ^hciiie has it 

reported, the Government offices do a considerable por- 

would be revolutionary, as it is avcII of the exchange 

tion of their income is dernvd palliative for 

between silver and cash. There is, hoAAevei, a pn 

a part of the evil. , *o a fall in the value of 

'■I'hc '■dcurnes.” is apparently due p tlj 

silver and partly to a f p„„s(-d 1)V the irregular 

The instability in the value ^ can be remedied only 

di.uiimtion of deinai.d incomes iu and silver, again 

by iiiteriiational bimetallism. j less than noAV Avith othei 

linked with gold, eonseqiient y fluctuates I , 

vonmioditics, when there has 'leeu a i oot a d ^ currency 

system of ofticial salaries and olhcial a<coi nts^.|l possible to make 

ii imperially, not pioviiicially, tiJe two interchangeable 

cash token coin, rate them to ^d'ei.aM k p t 

at par. But until part at leivst of silver and cash, 

remedy for the fluctuations m exchange 
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The consequences of these fluctuations would obviousi}' only be worse 
were silver lej^al tender in China by tael instead of, as now, bv weight 
and purity. Standard silver coins should be avoided until the world 
has returned to its senses. 

As to the other part of the evil — the sciircity of cash — its original 
cause was probably insufficient Government coinage. To supply the 
deficiency tnere has been an unusual influ.x of inferior cash, which, 
making the good cash the ‘Nearer” money, has inevitably tended to 
drive it out of circulation into the melting pot and elsewhere. Par- 
tially effective prohibition of the inferior cash has incrcjised the 
stringency. 

Attempts have already been made in the right direction by i.ssuing 
new cash from the new mints. 1 venture to suggest that the Imperiid 
Government go further, and — 

1. Assum^^, through deputies, a closer direction of the provincial 
mintage to insure uniformity, continuity, etc. 

2. Proclaim to the people that after a date named the old cash will 
no longer be legal tender; that one pattern of the new cash has been 
selected and made legal tender for the whole of China; that all old cash 
brought to the mints will be re-minted without fee into new cash, and 
that all material (i. e., the selected metals in their due proportions) 
brought to the mints will be minted without fee. 

3. Itself buy up and reniint old cash, and while the great dearth 

continues even bu}' material and mint new cash for Government 
expenditure. 

4. Put the \vhole strength of the two new mints, day and night, into 

the minting of new cash, even to the deferring, if necessary, of the 

silver coinage, and encourage the establishment of more branch mints 
with foreign machinery. 

5. After the issue of the new cash is fairly under way, see that the 
inferior cash in circulation are confiscated and destroyed 

aie “dear” because of scarcity there will be a profit 

t ^ ^ ^ ? new cash becomes sufficient for the needs of trade 

fin f necessarily approximate their intrinsic value 
^ost) relatively with commodities general, including Xe?, and the 

inn Pi’oviding a market for the metats at the imirkot 

wi 1 ■edundant they 

inii De less piotitable ^ currency than as metals. In brief under 

bt currency-its only standard coinage-would 

TOt^null flucttttanro^ rltlvKtt ‘he 

exist, however, disguised in retafl nrt. i, ^ “"'“odities (that 

'' ^nTchaS 

P. E. Woodruff, 

Sir Bobrrt Hart, Bart., G. C. M. G. 

hi^ector^ General of Ous^s, Peking, 
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[Inelosiire No, 3.) 


The ijoeei'HOi' of Jfup< h in the matter of imumj a proctamaiion. 

Formerly ft string of cash was e(|uivaleiit to a little over (5 inaec in 
silver. Since last year, however, the price has been daily increasing. 
At present a strinjj' is etjnal to as much as 8 mace 2 candarins. a price 
not hitherto reached. Though this ‘‘dearness’' is generally attributed 
to iusulHciency of cash, yet it is dou))tful if hoarding for speculative 
purposes and smuggling out of the country have not also largely contrib- 
uted to bring this about. If, therefore, this state of things is allowed 
to continue, not only will the market be atlected, hut the poor people 
will sutler seriouslv in tlieir efforts to gain a livelihood. Jt now 
becomes necessary to think of some means to remedy this evil; steps 
must be taken to lower the high price of cash. 

Let the rate for cash be ti.xed at Hankow taels o. 7. 3. o. per 
thousand. 

Let the Shan-hou-chii (a kind of large Government council) appro- 
priate 100, (too .strings of standard cash from the revenue collected and 
issue notes of 1,000 cash each, equal to 7 mace 3 candarins in silver, 
both to be put into immediate circulation. 

Let the treasurer provide silver for the Hupeh mint, to be coined 
into dollars, and let these dollars be each worth 1.00(J standard cash. 

These measures are adopted in the hope that the dollars and notes 
mav supplement the copper cash. in circulation, .so as to restore it to 
its normal rate and at the same time meet the incimsed demand. ^ 

Tlie provincial treasurer and the tnotai of the 8han-hou-chu Inu ing 
re(iuested me to notify the peojde to the above ettect, 1. besides giving 
instnictioii.s to all otticials coiu-enied. Iicrct).v issue this proclainat o 
for the infoi inatioii of all officials, inerchaiit.s, soldiers, 
others. When you transact husiiie.s.s pay dutie.s. taxes. " 

tiovenin.ent dues, or receive n.oncy from the Govcni. len leiuemhc. 
that treasury notes and local dollars are legal jol- 

\:“io lotto standaii cash. These are Hxed ra^^ 


r to 1,000 stanaara casn. im-.sc T or 

hers dare to disobey my orders by 

: hoarding for speculatiye P|<tpoacs etc tliei ^ 


1 

othc 

bv hoarding tor specumuvepurpu^c*,^-.,^^^^^^^^ ;:i;pn the people pav 

be sevcrolv punished. On the . mnLristi-nte refuses to 

taxes, duties, etc., ’'"3' Tvitl. on the charge 
accept the above-mentioned dollais oi note., n 

lieing ])roved, be imi)(‘ached. 

Letiill obey this without hesitation. 

A .special proclamation. 

Kuang Hsu. 22d year, 1st moon, 2bth da}. 


[Inclcwurp 4.] 

Chang, button of the first m.d^in control of 

resi<lent of the imperial ^ Hunan and Hupeh; and 

le militarv and coiumissariat board of war, .sec- 

-an. Imtton of the first class, Y'f P>""'^"‘Vi ti of Hupeh, Wuchang, 
nd vice-president of the iinpcrial censornte 1 1 tii ot nui 

tc., in the matter of issuing a proclamation. 
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Wc obtained some time ago, through a memorial to the Throne, per- 
mission to establish mints at Wuchang to coin silver dollars for circu- 
lation in the ditferent provinces. Owing to the scarcity of “standard ” 
cash in Hupeh it was subsequently decided to give the silver dollar a 
fixed “cash” value, and to order it to be accepted as legal tendei' in 
payment of land taxes, customs duties, likin, and .salt tax. 

Since many provinces had their own dollars, and since the dollars 
coined by any particular province could onl 3 ' be used in payment of the 
Government taxes of that province, it was ultimabdv discoven'd that, 
in order to prevent complications, they should bear on tludr facc.s the 
name of place or province where coitied. Notice to this effect has 
alread}" been given. 

We now find that the troubles caused by the cash question are daily 
increasing, and have therefore evolved a plan to remedy this evil. We 
have instructed the provincial treasurer to establish a government 
bank at Wuchang for the piirpo.se of buying and selling copper cash 
and silver dollars. 

We also find that the moneys annually collected in payment of land 
taxes, likin duties, etc., aiuount to large sums, and tnat a scarcitv of 
standard cash is experienced in the countrv as well as in the cities; 
indeed, the many ways devised by the people', and the difficulties they 
meet with when attempting to buy standard cash for the purpose o'f 
paying taxes, can easily' be imagined. 

Now, the reform of the currency must begin with the cash i.ssued in 
payment of public taxes. Since, therefore, a silver dollar is purtiallv 
to supersede copper cash, it must be given a fixed “cash” value for 
public convenience. 

Let one silver dollar coined by this province be equivalent to 1,000 
standard cash, and let merchants and others buy them at this rate and 
TOy the ciwtoms officials and magistrates with them at the same nite— 

cSdence slightest discount— so as to insure public 

Meanwhile additional machinery will be purchased to enable the 

“ proportionate rate of 1,000 cash to the 
dollai, and to be used in the same way as standard cash. Dollar notes 

the seal of the provincial treasurer will also be issued and pi^ 

K ®o“®orrently with the 1,000-cash notes issued by the 

Shan-hou-chu, so that the latter may not run short. ^ 

Let It be known to soldiers, citizens, «tc., that though standard ensb 

equ"al'^Th:srerthe orroio 
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to (‘x;u‘t illojral fees. These aboniinablc pnictices are truly regrettable. 
Now. tliere are dollars and dollar and ciish notes', the officials 
must be ready to accept them as legal currency as soon as they arc 
presented. No exaction is to be allowed in future; and we also hereby 
warn magistnites and customs officials that if they refuse to accept the 
dollars, etc., mentioned above on any pretext whatevei', or rnise objec- 
tions for the purpose of extorting money, they will be impeached or 
otherwise severely punished after tlie charge brought against them by 
the suffering merchant shall have been proved. 

This important step is taken to remedy the evils of the casii cur- 
rency, out of pity for merchants and others. The above rules shall 
and must be carried into effect, and the evil designs of shupan, etc., 
can never interfere with their being enforced. 

Let this be obeyed bv all. 

* V 

A special proclamation. 

Kuang Hau, 22nd year, 4th moon, 11th day. 


{< 1 ) China’s Defective Ccrrencv.— Mr. Woodrcff’s Remediai. Sugoeptions (with 

NOTES BV Dr. .T. Edkins).— Ccstoms Pai'Ers No. 52. 


1. On March 11. 1S90, the governor of Hupeh, and on May 23, the 
vicerov and governor jointly, fixed a relative, rate between Hupeh dol- 
lars, .standard copper aish, and cash and dollar notes. The most 
excellent purpose of their proclamations was to reinedy the present 
harmful ’'dearness" of cash; but it is stated that difficulties for both 
officials and people have, unhappily, made it impossible to carry out 

the plan. . ••*.*/! 

2 77/c nhfive Formerly western countries had a joint stena- 

aid of .silver and gold at 15 or 1« to 1: but, later. Great Britain. Ger- 
iiianv France, the United State.s, and other nation.s suddenly cirangen 
to a 'single gold standard, to the great disturbiuice, twenty TOi^ 
or nioreT of the market values of silver and gol^ in which ‘he 
of China liiivo noccssiirilv shared, so that its othcials and P™P . ' 

dread that the rate of to-day would be loss eash 

of this, it would seem best to temporarily oontiiiiie "J",, 

bv tael and silver bv weight and purity at the rate of the d“} , 
tfie sh gle gold standard is doing world-wide ha™. ' 
countries must unite in an international ent for the 

joint standard, and then Chinii-i-an rate • ,^2-83 1.000 stand- 

^ 3. ««/!.- Whereas at Ichm g^ 

aid cash were otitaincd for Ichang .. This dearness is 

they co.st 0.88 taels, to the affliction ^P^ increasing scarcity 

due to both a lessening m h„s been caused by the 

of cash. The le.ssennig of the nc standard money ami setting 

western nations giving gold a ] ji„reement, t)hina has no 

silver aside. Until Aero is an Intel >' ,,pt mtle minting 

remedy. As to the scarcity o s . . (.jijp,, advantage of the 

the.se twenty or thirty .1 jC !■> 

insufficiency to secretly com ‘ " "y'., smaller, hut so the large 
wishes to keep the larger “''f '.tensils, and necessary pro- 
cash have been hoarded or melted t circulatin"' of the unlawful 

liibition by Government of the although the fall in 

cash, has Intensilied the dearth. Evidently , then, aiinoug 
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the value of silver is beyond China’s control, it is within its power to 
remedy the scarcity of cash. 

4. Remedial eiKjgestions. — Feeling sorrow for the distress of the 
people, the Government has alrcad}’ had cash minted, l)ut it is stated 
that the new cash do not circulate nationally and may prove inade- 
quate. In this connection it is suggested that — 

{a) The coinage departments or tlie board of revenue and woj;k8 
sliould decide on the materials of which a national cash is to he coined. 
There should be more than one ingredient (as in tlio reign of Kien 
Lung, for example, copper, zinc, lead, and tin were so used), in the 
hope of a greater stability in their aggregate market value, which 
should be approximately the .same as in the old standard oush. 

(i) The new cash should he improved by the use of machinery, Imt 
should be similar in appearance to the old, so that they may circulate 
the more readily as being only a new minting of old cash. 

(c) The people should be notified that after a date named the old 
cash will be prohibited. 

{d) In advance of that date, but only so long as the present dearth 

continues, the mints should buy old cash and either recoin them into 

new cash, or melt them and sell the materials, and should, in addition, 

buy fresh matenals to coin into new cash. The new cash should be 

used either m Govcriiineiit expenditures or to exchange with the 
people for old cash. 

should 1)0 notified that before the daU* named all old 
cash should be taken to the mints to be recoined. If at the moment 
the mints have no new cas^h ready, the people are to wait for them; if 
theieare new cash ready the mints are to issue them at once andafter- 

brtdtp^npw ^ and sell tlie old cash. Old standard cash should 
be gnen new cash in exchange to their face value; old small cash to 
their market value. No fee should be charged. ’ 

( 7 ) J he public should also be permitted to bring the materials for 
new c^h and have then, coined inlo or exchanged f^r new 3. fto of 

So long as the dearth continues the mints should work nidit and 

^his temporarily delays 


as many as the people have found tLl^hp^n should provide 

dear because of scarcity the metAU nf 

more in them than in the market so are worth 

mints for the profits through free cS^e 

sufficient the metals are worth no more become 

and people will cease to be Wh^ ^ »» the market, 

metals will be worth most in the market Th<!^ ^ / edundant the 

must devise ways to avoid loss and not oyerstocked cash shops 

to the mints but cash will be sent to othpr !^i metals 

the market profit on the materials. places or melted to obtain 
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This is the method of western countries with gold and silver. If it 
were adopted hy China for eash» not only would there be no cash 
famines, hut unprincipled men would no longer have opportunities to, 
by means of the dearth, oppress the people. Freedom from the fear 
of these evils would facilitate trade, and the consequently increased 
revenue would far more than recoup the Government's coinage 
exiienses. 

(). Sih'i‘1' cfin't-iinj — The mints with foreign machinery 

have coined a limited number of dollars, and foreign dollars are used 
to some extent, hut for the rest tlie silver currency is sycec, exchanged 
hv weight and purity. The chief defects arc — 

' (//) The Chinese money balances ai-e not accurate, no two giving 
exactly the same result. 

{!>) 'there are ditlerent units of weight. Besides the customs and 
treasury taels every province has its own market and other taels, all 
differing from each other. 

{(■) The woi'k of the assay office.s is too crude to inspire confidence. 
(</) The purity of the sycee current in one place differs from that 
in another, so tliat. for example, linpeh sycee does not circulate in 

Kiangnan. . , 

Because of these defects there are r-onstant disputes over the weight 
and pni-ity of the sycee that waste time and money and are a serious 

obstacle to trade. . . ^ i a ^ 

7. Ri'uudiid xmiuedionx.—X^ most important it is suggcsteil t hat- 

(</) Every official trea.surv and every mint should procure a delicate 

money balance of western make to .serve as a .standard, which shoiiia 

he in exact agreement witli the foreign balance used at the Canton 

"‘(/I)' The weight of cu.stoins and a tieasury tacl's-weiglit of pure 
silver, expressed in grams or grains troy, should 
tlie standard of the customs and 

should similarlv fix the standards ot its market and “ ^ 

(<•) The tinencss of the Chinese and of the current fon ign dollai- 

slioiild l)c notiticd* * i ij u i'MMi 41^%^ in 

(f/) China's standard silver dollars should be M) fine. 

with the United States, the Latin Union, and Japan. ti.je 

It should he notified that fractional ,,h, or ro - 

issued hv the (fovernmont will, without 

ury, he given standard dollars to their face raliie in ixcuang 


( f) Temporarily, all .sycee stamned ‘^stamped with 

mint should he sciontifically letiirned without 

‘•!I0U fine” and the weight in customs tails. 


ssav office hroiight to a 



received. , . . „,.te„sivc its [lopidation large. 

<1. m -China's fOTclgn machinery 

and its need for cash pressing. More mints 



257 


GOLD STANDARD IN INTERNATIONAL TRADE. 

should be established at important points through the provinces to 
mint both dollars and cash. 

10. A national currency . — It is essential that the copper cash, Chi- 
nese silver coins, and inint-stainped sycee, from whatever mint, should 
be uniform, in order that they may he current throughout China. 
Not only should there be one mint law for all the provinces, })ut all 
provinces should e.xecute it uniformly. The coinage departments of 
the board of revenue and works should therefore station deputies w(3l! 
ver.sed in the mint enactments at the mints to cooperate with the 
superintendents, and should also periodically send competent inspect- 
ors to visit and report on the mints, that absolute uniformity of coin- 
age throughout the Empire may be insured. 

n. The cash China’s present standard of copper cash, 

with silver current by weight and purity, is inferior to tlic Western 
system of a free coinage of standara gold and silver money, the Gov- 
ernments themselves issuing the silver and copper token coins; but at 
present the market values of gold and silver throughout the world arc 
greatly disturbed, and it seems best for China to temporarily pursue 
the course suggested in this paper. When an international monetary 
agreement has been effected, China can make gold and silycr the 
standard, and again itself issue the cash, and then a relative i*ate can 
be hxed between cash and dollars. 

F. E. Woodruff, 

, Cmuinissioncr of Customs. 

Custom-House, Ichaiuj^ December 4, 1896 . 


NOTES. 


2. The relative Since Great Britain adopted the gold standard 
about eighty years ago, the sudden change of standard should bo said 

Tvlaf R V the United States of America, and 

Great Britain should not be included. 

say that China, instead of waiting for the future 
action of the western powers in modifying the present standard of 
currency , should herself take a decided part in negotiations with west- 

bimShl t^" should win them over, one by one, to 

T VIZ,, Japan, the United States, Russia, Germany, mid 

fdv isnr nn" ^ effectually, (Jhina should have u foreign 

p&?rom ^ Chinn shoidd 

vWn In n archives of the revenue board and of the treasurer’s 
yamen in each province statistical particulars showine- the amount of 

HsHisSss 

cash is really ch^pness of silver. Whe^^ ^ew ‘cilhtatten 

s. Doc. 128, 68-3 17 
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in the larj^^ost (jimntities, the exchanjfc is still not inatcrially improved; 
this sh()\vs that the main evil from which China suffers in regard to 
money is the cheapness of silver. 

In the tightness of money it is not known what is the proportion 
which is due to the scarcity of cash, and what proportion is due to the 
fall of silver. 

6. Si! rer currency dijjicultie.'i . — While .silver is cheap, China might 
just as well buy Mexicans for her u.«ie as to make dollars for herself. 
'I'he time is .scarcely come for a silver currency- The Chinese say 
themselves that Thibet has silver coinage, because there is silver in 
Thibet; and that China has copper currency, because China has cop- 
per. Hut this is not all. Copper cash are suited to China as dollars 
are not: tliis has been so in the past. Now. Iiowever, through the 
immense amount of copper in use, market prices have changed; 3 cash 
buy as much food as I cash fmiight formerly. This opens a door for 
the entrance of dollars. The Chine.se, however, need he in no hurry 
to mint tliem while they can get Mexicans and British dollars at so 
cheap a rate, as long as foreign dollars are preferred by the commer- 
cial cla.ss. 

in, vl natiinuil currency . — In securing a national currency with uni- 
formity in the coins it would be a great advantage to have all the cash 
made iti Yunnan, where copper is found with several prefectures. It 
would cost no more to export the cash when made than it docs to con- 
vey the copper. There were formerly cash made at Mentg.sz. Here 
a mint might be organized under foreign superintendence having con- 
nection with the customs establishment there. 

China should employ foreign financiers to assist the provincial 
urers. and they should do the work which inspectors of mints should 
have a.ssigned to them. 

11. Thr euxh .standard.— Y yww A. D. 600 to 17(J0 the standard was 
on the whole steady, but with occasional variations l.OUO cn.sh were 
equal to 1 tael of sifver; in.uuo cash were e(|ual to 1 bmlyf gold. Jn 
1770 the tael of gold was equal to 15^ Diels of silver.^ This change i\as 
caused bv the appreciation of gold probably, but this has not yet eo» 
clearly shown. Yet the fact that 1,000 cash were still nearly equa t< 

1 tael of silver during the last century mav be taken in 
the appreciation then observed was in goll Thus^it i> 

ChinesL li .lancicr-s would bestir themselves they might he able 

facts in the lii.story of money wliich, e -l-i" 

international eonfcrence on currency, would ^ 

effect on the minds of the members of the conferent . 

.. KXTKACT """" 

ISTKOIH'CTIO.V. 

All nations have passed tlirough much 

and measures. In western countries | U ,.^pecial units 

to reduce irregularity to order, though ev en theie tne oi p 

«Mr. Morn.- .-.dlk-ctetl his material hy with'oH* 

and various e.xtracts from the replies. 
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still linjfc'r on in common usage. In Cliina some spasmodic cflforts Imve 
been made from time to time to secure uniformity, but they have nevei’ 

— , K L 1 !l! 1.^ £ . A 


me TOJiuwing^ conininuio 
any standara, even local. 

An apology is clue to the various contributors to this inquiry for 
not printing their papers as received; it is hop(‘d, however, that they 
will recognize the utility of presenting the information in summarized 
tables rather than giving detached information under all heads for each 
place. Whore any contributor has given .special information it has 
been appended in the shape of notes under the proper head. 

I have not attempted to prepare an 3 ' general summai-ies. The reason 
for this will be obvious, when, on referring to the tal)les, it is remarked 
that many provinces are unrepresented, many others only covered at a 
few noints, and two only (Kansu and Kiangsu, the latter fairly com- 
pletely) arc adequately reported on. The apathy of the mei-cantilo 
residents in China on this subject, which so closely affects thcii' inter- 
ests, is remarkable, not one paper having been received from an\' 
member of that influential bocjy, and were it not for the efforts on 
tncir behalf made by the missionaries, Catholic and Protestant this 
inquiry would have had no result. 

An earnest appeal is made to all residents in China, whether mem- 
beisof the society or not, to contribute further information on this 
important subject. There are three points to be kept in view: 

now siibmitted*^”^ wrong) rectify the statements made in the tables 
nlltpJlf information on the lines of this paper regarding 

places not now reported on. * 

3. To thus collect the material for an intelligent summary of tne 
cim-ency and measures of China l.y some competent hanT ^ 

Ihe paper now presented is only prcliminarv, and it is honed that 
the^society may soon be enabled te publish tabl^ eoveriig eTry 


Pakhoi, Janua't'y ii, 18 d 0 . 


H. B. Morse. 


CIRCULAK ON Currency and Measures in China. 

The pointe on which information is sought are as follows: 

CURRENCY. 

excluded) knoVn lin your Haikwan or tael 

ounce avoirdupois) of the tael of eiicS^nl ^ one 

(pute o' kinds of silver 

grains are thereVpu^eTuver ™»ny) grains, how many 
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5. How many taels of eaeh of the currencies mentioned by you are 
considered to he the equivalent loailly of 100 K‘u-p*iDg taels of pure 
silver ^ 

♦5. What r<‘lation do ^lexican dollars hear to the tael commonly used 
locally (100 taels e(|uals how many dollars). 

7. What kinds of copper cash are used in your districts What is a 
Tiao, and what its valued 

8. What relation do copper cash ))ear to the Me.xican dollar and [orj 
the local tael i 

9. To what extent are cash notes (paper money) used loadly-f If 
used at all please g'ive some account of them. 

10. Arc hank notes (or hankers’ checks) for silver used in your 
district otherwise than as checks I 




Rev. P. Hoang (1) states: 

Gold ingots arc not in common use in trade, hut only for hoarding. 
Hoarded gold is genenilly in one of two forms. One is in ingots 
shaped like a small hoat, about 0.09 meter (.3.0 inches) long, 0.02 meter 
(0.8 inch) wide, and weighing 360 grams (.5,555 grains equals 11.575 
ounces troy); this is called Gm ten. The other is in the form of ^Id- 
leaf, measuring al)oiit 0.2 meter (8 inches) stiuare, and weighing about 
IS (403 irraius): this gold-leaf is called Gin ye tze. The unit of 


our times greater; unucr me rhuperor , 

Ivnastv, seven to eight times greater; at the end of the Mmgdynast> 
(1635) ten times; under the iSnperor Kang-hsi (1662) of prese 
dynasty, ten and more times; under thc lmperor „ 

twenty' times and more; in the middle of the reign of Tao-Kwang 

(1840) cigliteen timo; at the beginning of the 

(1850) fourteen times; and at present (1882) generally eighteen t 

SiLVKB axi) Cdppek Cash. 


dollars, v.wp — - u«;n<T crlven tirat, me ' 

the ditferent localities, there .f ^^nd* third, the tiao in 1 tael, 
second, the actual number in the tiao, and. 

A last column is l«ft for not^; enumerated of varying 

In this table 78 different “WhU two of these taels m 

weights. It happens, of courae, at . speaking generally 

Srent lo.alitie* .nuy be o the ..me i, the 

^ I- 

-y between these. 
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The actual number of copper cash in the tiao varies from 1,000, 
which is supposed to be the normal amount, to as low as 50 in Pekinj^. 
From 480 to 500 seems to be not uncommon, and it is (juite usual for 
a small discount of 2 to 20 cash to be made for the string. 

yot&i. 

Note 1. — Note on Tientsin cm'rency . — Of the two equivalent values 
given for the Hang-p‘ing tael at Tientsin, the first (loo Haikwan taels 
equal 1U5 T'li Oiels) is the rate at which foreign merclmnts jiay duties; 
the second (lOU llaikwan taels equal 100.05 T'n taels) is tlie rati* fixed 
for Chinese mercfiants in paying duties. 

Note 0. — Rev. E. T. Williams (IT) states; 


ing, caiieu ">vun iin, ana rne oiang-p'ing, or ” ii-cn ao i in. 
As a matter of fact, however, these arc three methods of reckoniiift 
rather than three kinds of tael. Tlie “Ts'’ao-p‘ing” is tlie standard and 
the tael commonly used in Nankin. In “Ts‘ao-p‘ing'’ 100 taels are 
100 taels, but if a transaction is conducted in “K‘u-pMng,'’ to every 
100 taels 2 taels must be added; that is, lOO ‘^K‘u-p‘ing” taels 
are equal to 102 “Ts'ao-pMng.” 100 '‘Siang-p‘ing” arc but 08 
|‘Ts‘ao-p‘ing.” The ‘;Ts‘ao-p‘mg’’ tael contains 563.72 gmins. The 
“Siang-p‘ing” is used in paying the army and the pri;;es awarded stn 

posed to be 


dents at tlie semimonthly examinations, although the latter are sup- 

paid in K‘u-p‘ing” taels. Mv Chinese teacher says it is 


a common 
•*K‘u-pMng 


saying amon^ students that the prizes are awi 
the examining official pays them in “Ts‘ao-p*i 


awarded in 


ping,” the 


minor officials distribute them in ‘'Siang-ping,” and by the time it 
reaches the student the tael has become a Mexican dollar, which, on 
being exchanged, is found to be bad. 

I have not been been able to discover the fineness of the various 
kinds of silver or the number of grains of pure silver in each tael, 
io every such question the bankers 1 have asked answer that they do 
not know. They determine the relative value by touch and coIoin but 

f ^*^l>shed ratio. No doubt they are wrong, but 1 
been able to push my inquiries farther. 

by weight is said to be 0.74 tael, but it does not 
of eourse exchange at this rate. At present it is worth but 0.68 tael 
A hundred taels are equal to 146.86 dollars. 

0"^ denomination- 

W fifteen-hundredth of a tael; T>ut there is a large quantity of 
bad c^h and small cash in circulation. ^ ^ ^ 

strings or 974 good cash reckoned as 1 000 
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smjill. This is not to be confounded with nn ancient coin of the same 
nuinc. Otlicr names are: Sui-ts’ieir* and •‘!ri-cheu-k\van."*so-«dled 
because imu-h of this counterfeit cash was formerly made at a place of 
this name iti Anhuei. 

There is still another variety of small cash known as ’• hnnfr-ts'ien," 
because made of red copjjer. It is of ancient manufacture, and, 
althoujfli spurious, passes as crood coins on account of the quality of 
the copper. As mauv as five o^ this variety may be found on each 


string-. 


A ^Alexican dollar exchanges for 1.030 good cash in summer, and 
l.osu in winter. A tael exchanges for from 1.500 to l.OOiK 
There are strings, however, known as " vih-kiu-tih, ** ‘rh-pah-tih, 
and “ san-ts‘ih-tili.'' containing lo, i^o.or 3o small, to 00. SO, or 70 large 
cash. One can. of course, exchange at a much higher iiite for this 

sort of ca>h. . 

At thepawnshop>a tiao is l.OOO in reality as well as nominally. iNo 
sliortage is allowed. This i> true. too. in the payment of taxes and of 
bank discount. 

I presume it was not your purpose to inquire as to the dates of tne 
coins or the inscriptions tliey bear. There is great variety in this 
respeet. though mo>t of the ea>h belongs to the present dynasty, by 
far the laro-er part hearing the style of Kien-lung. It is (piite com- 
mon. however, to tiiid coins of the Sung dynasty, and there are 

varieties issued 1)V old-time rebel kings. It seems strange to a foi- 

eiirner to tind coins 2 ih) vears old in genenil circulation, but to beanie 
to handle coins of the teiith century in this matter-of-fact way J*;**P'> 
marvelous. l\)the Cliinesei-olhM-tor. of ca)ur>e. with his coins of 

v..ars a,... the.e .eon. ,,uite n.odern. . Most of t o h^ht tlna <.sb 

Inentioiied above as the - sliui-shang-p-iao bcui the >t\ e Mu g 
Chung T-ung Fao." are of unknown date, and are said to bcof foreign 

^^in^usincr largo quantities of these small cash. l.bOO hung 
n„ itv will paC t'oi- cash, of incliun, o,a.lc_l.ool. arc e.|.ml to 

- I ibt 



‘■llang Yin" is but W i^VilTvamOn runnci^. 

ana aU ordhau^rn^ttons^ 


«ThesfareAiiiuuiiitf.— *b 
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K‘u-ping tael is used in paying taxes. 

Hsiang-ping tael is used in paving volunteers — railed hsiang, berauoe 
Hupeh furnishes the greater portion of China's extemporized forces. 

Cliiang-p'ing tiicl is used in dealings with Ningpo merchants. 

Kuei-p‘ing tael (Kuoi=usage) used in the Shanghai titide; the 
“usage” consists in discounting 98 tjiels=100. 

H.siang-ping tael (Hsiang=rations) is u.sed to pay regular troops. 

Note 10.— Mr. E. H. Parker (21) states, respecting hoorhow: 

The Hsin i-p'ing tael is worth 2.4 per cent and the li.siang-p'ing tael 
3.3 per cent less than the K‘n-p‘ing tael. The K’n-p*ing txel ladng a 
definite weight in avoirdupois, anyone can calculate for him.self the 
weight of the others. The lisiang-pdng wjis introduced during the 
rebellion, and is only used for paving the soldiers, h'or .sales of land 
only an imaginary tael called VVen-kwang is used, and is always 
worth 800 large cash; this is to guard against variations in the silver 
market, and has no other practical exchange significance. 

Note 13. — Rev. C. Bone (19) states, respecting Hsin-hui: 

I have not been able to ascertain that there aie any special names 
for the different taels, except the perfect tael, wliich is called Ch'u sze 
ma. This is the ancient tael and the ideal. In business, Mexican 
dollars arc used, or broken dollars, and the “touch" of the silver 
will, of coui’se, depend on the toucli of the original dollars. There 
are, however, three kinds of tael in geneml use, and called after the 
business people among whom they obtain: 

(rt) In banks, warehouses, and retail shops in which corn, oil, and 
rice are sold the tael is reckoned at t»97 instead of 1,009. {h) The 

tobacconist’s tael is 998 instead of l,ooo. (<•) In purchase of land or 
houses the perfect tael is used, whi<*h is 1,000 or even slightly over. 
About 10 taels {sometimes a little more, sometimes a little' less) must 
be added to lOO local taels to make them equal to the Government or 
ideal tael. 

Note 18.— Regarding Shensi and Kan.su. Rev. C. F. Hogg states: 

hrom experience in several provinces, 1 should sav that the local 
^1 averages 1,500 cash in value all the year round. * In Han C^huno- 

^ one thousand one hundred odd, and risen to close on 
1,900. 1 he demand for cash at the New Year increases its value. In 

bi-ngan the price of silver is usually between 1,500 

and 1,600 cash. In Unchou from 1,450 to 1,550. Rain, examinations, 
ana the opium season increase the demand for cash and so raise its price. 

Paper Money. 


sn eij used fiom their convenience. See especially the memorials of 
the governor of Kirin mven in the North-China Herald Vol XLII 

Silver notes, except those of the 
used at all. The remarks of the various con- 
abstracted as follows: 

^<^^-^«i5r,-Niuchwang. Mr. W. B. Russell (29) states: 

or 300,000 S 

No bank notes or checks are used locally. 
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— Atvi.si/. —Ugv. C. P. Hogg (22) states: 

In Si-hj^niii, puper notes, value l.ODO (i. e. 500) and 2.000 (i. e. 1,000) 
eash. ar(‘ issued and largely used. JSpurioiis notes are afloat in Cjuanti- 
ties. so that neighboring money shops arc usually appealed to before 

htind s. In Lanehou, pai)or notes equivalent to l,0UO 
cash (actual value) are largely used also. 

In Han dhung. oil-cloth notes are used -value l,O(J0cash. Different 
hsiens and large towns in this and other fus also issue notes. The 
Han Chung fu notes present (juite a crediLihle appearance, are stout, 
of a yellowish brown <*olor, and are oiled after signature, or nithei- 
after value and cipher have be<‘n inserted: these appear to be the 
e((uivalent of the ‘•signature" in C'hinese bank notes. Banks some- 
times shut their doors. l)ut the notes of ostahlished houses are readily 
accepted without reference. Silver drafts may be given in payment 
for goods. They are always payable to bearer, notwithstanding that 
there inav be no intimation of the fact in the document itself, and that 
the payee's name may be inserted in full. A special clause has been 
added at times by some of the Hankow bankers in drafts made pay- 
able to foreigners. Ch'u wi'n yin is interpreted relatively, the stand- 
aid being the Cb'ai se yin of the place on which the diiift is drawn. 

Kiiinijsn, E. '1. Williams (IT) sbites: 

The use of paper money is very common in Nanking, especially of 
the 800. 400 . 500 , and l.ooo cash notes, called “ p‘iao-t.sz." Thesoare 
vci‘y well engnived and printed on good, strong paper in red and blue 
inks. A note of ordinary size is 74 inches long and 4i inches wide. 
'The de.sign con>ists of a border, usually made up (largely) of human 
ligui’<‘s. One before me, as I write, has a boi’der composed of chaiac- 
t<*rs and scem*s from some ancient drama. Within this is a second 
liorder. consisting of an e.vtract from the classics in very small type. 
Inclosed l)v th(*se borders is an oblong .space containing the name of 
the hank, its location, the value of the note, its nuniher and date, ainl 
the mark or styh* of the bank. Before being put in circulation the 
note mu.st also bear tlie great seal of the bank upon its face. ' 
person, too, as the note pa>ses through bis hands, adds his 
mark, .so that it soon becomes defaced. There are al.so 2.HUU, o.bt . 
and even loii.uoii cash - p*iao-tsz," but the.se are not so coiiiinon. 
Notes for 50. loo. and 200 cash, printed upon red 
■fiao-tsz," are used at New Year, chielly for 
and sei ^-ants. At other times they are nirel v seen, 
silver jiieces are slowly taking the place of 

used in trade, but not to any .j*i, „„„ ,i,iotlier. 

wliollv contined to mercliants in their ij' . /|(;\ ^jites- 

Ke.,.rdi„K Nin.po in t!uik..ow„ 

for they can be cashed h\ heaui at a > ■ 

or promissory notes, hut tbe>e wd! no p. 1 1 


but ill cash notes on .>^onie 
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last holder finds himself the loser. It is probably owing to such 
experience that cash notes are indorsed or verified, and when casli 
notes change hands reference is made to the original party issuing 
them, to have them again verified. This involve.s a great loss of time 
and makes most people prefer cash. When it is wished to have the 
amount paid into a bank or otlier firm a. small deduction is made (from 
5 to 10 cash on the dollar). Bank notes are not used otherwise than 
jis checks. 

Fukien^ Foochmo. — Mr. E. H. Parker (21) states: 

Cash notes or ch‘ien*p‘iao for 100, 200, 30(» cjvsh are called p‘iao-t‘iao; 
for 400, 500, 600 they are called hsiao-pMao. There are no otliers but 
for thousands, from one to ten, «dled ta-pMao. 

A check is called chi-ch‘ien, tsz-t'iao. Bank notes range from 1 tael 
to 2,000 taels, and are called yin-p‘iao. 


fExtraot5 from North*Chhm HoraUI for 18H9J 

TIte c\iTi^&n(^y question in Kirin — E:rceHHive of paper 'rnonexj* 

January 17.— The governor of Kirin states that the currency system 
of the town of Kirin is carried on on a most pernicious system, and as 
a remedy for the great inconvenience and suffering which it entails 
upon the people he suggests that a portion of the subsidy which the 
province receives veaiTy from Peking .should in future be remitted in 
copper cash. Cash, he states, is the proper standard for the monetary 
requirements of the people, and paper money is only to be resorted to 
when It proves insufficient. If the latter could be made to circulate 
freely and the price of commodities, whether paid in cash or paper, 
could be equalized, it would prove a real convenience for the people, 

as in the other provinces where 
paper money is used to supplement the ordinary currency. In Kirin 
however, the is quite different. Here the notes no longer repre- 
sent a cash value, and being inconvertible have given rise to abuses 
™ter than any ever resulting from the financial expedients of the 
oung dynasty. The commercid transactions of the town are all based 

against which prohibitions have been 
ssued flora time to time without effect. The notes of the system lay 

m Its convenmnee for use in the market where money was required to 

hand to hand, and in course of time its use was ex- 
It assumed Its present dimensions and afforded facilities 
to dishonest merchants for fraudulent pmctices and overti-ading The 

^ould buv svee^ seeing that Lj 

coma Duy sycee or goods with mere paper, naturallv preferred tn bidn 
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salary was paid out of the local revenue, and to he^in with was issued 
at a discount of 2U ])er cent. 'I'lie chief source of revenue is a tux upon 
distilleries paid in inconvcrtilde paper, of which it took coiisidenddy 
over 4r tiao to make a tael, hut which Wii'i issued to the officials and 
soldiers at tiie rate of 3 tiao to the tael. But this did not represent 
the toUd loss. 'I'lie otluu* cities in the province would not accept the 
inconvertible paper of Kirin; therefore the soldier was obliged, if he 
wished to return home, to exchange his paj)er money for silver at the 
current high market rates. When be reached home he liad to convert 
his silver into cash, and as the price of silver was lower than in Kirin 
be again sustained a hea\ y loss. I'be country people who brought 
produce into town found themselves unable to sell it unless they took 
the price in paper money, and as this was utterly useless in the country 
they were obliged to exchange it at a ruinous loss before returning. 
Vendors of firewood, and other poor creatures who had carried heavy 
burdens from a long distance into the city, would often want a few 
cash to buy food to appease their hunger, and would find themselve.s 
unable to obtain it. to such a pitch had the abuses of the currency s^'s- 
tem atbiined. After a consulbition with the local, civil, and military 
authorities, memorialist drew up a set of regulations for reducing the 
price of silver, and placing the copper and paper money on a uniform 
basis, and took steps to ha\ (‘ tlu'in enforced among the meraintile com- 
numity. During a specitied period, when outstanding notes were pre- 
sented for payment, at least 20 ])er cent of the amount was to he given 
in cash, and after tlie tliird moon of next year, the further issue 
of inconvertible paper was to be entirely di.scontinued. It is feared, 
liowever, that in making such a radical change, a difficulty might at 
first 1)0 experienced in obtaining cash tomeetthereciuirenientsof tmde. 
die late governor proposed to opmi a local mint for the coinage of cash, 
i)ut the difficulty of procuring copper renders this scheme unsuited to 
the exigencie.s of the case. Kirin draws from the board of revenue m 
Peking quart(*rly subsidies for didcnse jiurposes, and half-yearly allow- 
ances for the maintenance of a drilled force in the province. ^ It is 
suggested that of each of tlicse payments, lO.ODG taels should he issuea 
in copper cash at an exchange of 3, OtM) cash to the t^l, and 
warded in carts to Kirin along with the remittances in silyor. 
it is thought better, the board mightdircctoncof 
coins copper cash and has communication by sea with i. n . 
forward a similar amount of rash h.v steamer to Nmci wa , hei 

it could l.e sent overland to Kirm. where . '"'ff ^ 

payment of salaries insted of a f irort rennthmee^ 

Keferred to the consideration of the hoard of it\eiu . 


The suhject of Chinese currency denjan^ ' ^ ^ Sil^SSeidel 

a coinprehen'^ive essay, oi in a single gcnenition, 

would drive anv occidental nation nomlilv work their own 

or more i.rohably such <daant.c ^'-'h^^'Lntlned a 

cure. In speakinK of the ^.srefeou d of ac. urn } » o ^ 
few of the more prominent annovaiices. On uncertain 

luu, and l.OUO cash are not 1,000, but some i the 

number, to be ascertained only 

Kmpire 1 cash counts for d, timt is, it does so in iiuiiiliLrs imo 


•e 2(h so 
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that when one hears that he is to l»c paid 500 cash ho undorshindH that 
lie will rewuvo 250 pieces, less the local ulmUMncnt, which pi'rjx'tually 
sliil’ts ill dift'erent places. There is a coiislant intennixtnre of small 
or spurious cash, leadinj^ to iiievitahle disputes hetwciui dealers in any 
commodity. At irregular intervals the local magistrates liecomo 
impressed with the evil of this debasement of the currency and issue' 
stern proclamations against it. This gives the swarm of underlings in 
the magistrate's yamen an opportunity to levy sipieezes on all tin; cash 
shops in the district and to make the transaction of all business more 
or less difficult. Prices at once rise to meet the temporary necessity 
for pure cash. As soon as the paying ore in this vein is exhuust<‘d, 
and it is not worked to any extent, tlu; had cash return, hut prices do 
not fall. Thus the irrepressible law by which tin' woi’se currc'ucy 
drives out the better is never for an instant suspended. The condition 
of the cash becomes worse and worse until, as in some jmrts of the 
Province of Honan, everyone goes to market with two entirely distinct 
sets of cash, one of which is the ordinary mixture of good with had, 
and the other is composed exclusively of counterfeit jiieces. Certain 
articles are paid for with the .spurious cash only. Hut in regard to 
other commodities this is matter of special bargain, and accoi’dinglv 
there is for these article.s a double market price. That enoi'uious 
losses niu.st re.sult from such a state of things is, to any w’estt*rner, 
obvious at a glance, although the Chinese arc so accustomed to incon- 
veniences of this sort that they seem almost unconscious of tlieir exist- 
ence, and the evils are felt only as the presMire of the atmosphere is 
felt. Chinese cash is emphatically “filthy lucre.” It can not be 
handled without contiumnation. The strings of SOU or 1,{)0() (nominal) 
pieces are exceedingly liable to break, which involves great trouble in 
recounting and retying. There is no uniformity of weight in the cur- 
rent^pper c^h, Imt all is both bulky and heavy. Ca.4 to the value 
of a Mexican dollar weigh not loss than 8 pounds avoirdupois. A few 
hundred cash are all that anyone can curry about in the little hags which 
are suspended for this purpose from the girdle. If it is desired to use 

mat'ir' Tho T bec oino. a serious 


,'oMf ; r„ • . •’ either whollv uiicur- 

^ P'KO'* ‘horn to 1.0 redeemed has 




Want of control <mer the eirtnlating medium. 

About sixty years ago a student of Chinese histore tn 
some deep researches fnto the question of tTe enrreZi 
was then becoming more and mo,-e out of the reac^of Gwl nS 
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•nment had for 


control. Foreijjn tmde was increasing. The (loverni 
nearly two centuries l(*ft silver to work its own wav as money paid by 
weight, and received it in payment of taxes from each arrondissement. 
Only the copper cjvsh were i.SvSued by the (Jovornment. For silver 


.A & liwvo 1 1- j/i iii^ neic i> 3 uru i;> pTn itic in 

all large cities, and the Government bad no interest in them. Their 
success as a circulating representative of silver was entiiely at the ri.sk 
of the native Imnk. Silver and paper both repre.sented money in all 


were the only tniding operations of which the Government issued the 
circulating medium. How strikingly different was this sbite of things 
from that whiidi exists in the West, where gold, silver, copper* nickel, 
and stamped paper are all issued by the governments as money. Our 
author knew nothing of this, of course, but he was still able to caid 
his eye over a wide range of fi?mncial facts. China had had a long 
history of tinancial experiments and a succession of prosperous and 
disappointing experiences. Witli the national annals before him, each 
dynastv having its special chapter on finance, it never struck him that 
China was. or could be, deficient in financial knowledge or unable to 
meet the new conditions of the time. He attempted to show that a 
change in poliev wa.M recjuired in finance, and the conclu.sion he arrived 
at. and which he tried to prove by argument, was that a Government 
pa])er currency ought to be again issued and tlie use of silver proliib- 
ited. The people should attend to agriculture rather than to trade. 
This was their proper occupation, and would lead them to a spirit of 
contentment The circulating medium of trade ought to be m tne 

hands of the prince as a source of revenue. , 

'I'he reasons, he .said, why the monarch can not easily control tm 

currenov or derive revenue from it are fivefold. Copperamit s 
coin liccause thev wi.^h to use the copper in making wash 
kettles, and imagesof the gods. Th^s is fhefirst mterferencT^^iU ^ 

monarch’s authority . In addition to this lead au' liuTe 

to make .spurious coin in the furnaces of • fj,Avtcndin<^ 



His point is simply that it is a , . ........pnev. As to com- 

have the profit arising lie seek any.) 

inercialqiie.stionshc seeius t ' ^ to derive benefit from 

His fourth reason win the 


His fourth, reason why.the I’* ; of silver is entirely in 

the circulating rm-diuni the (Government to regu- 

nve. x.. «... 
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oau.se of tlic feebleness of the Government in regard to the centred of 
the money market is the fact that bank notes and bills of exclianp* are 
issued by private capitalists. 

Our author’s advice to the (iovi*rnmeiit was to make a law ju’ohibit- 
ing the use of .silver in mon(*y payments and at the saiiu* time restore 
the issue of Government bank notes which hud been so lonj^ discon- 
tinued. In his opinion this was the only policy by which tlje five evils 
from which the Governmejjt suffered couhl be eradicated and thecoi: 


oun- 


fanries rrom anotner. ana or coineu money rrom a imra. ineymo 
not see the need of a large issue of coin.s, except occasionally when 

floods a ’ ^ ' *■ - ' ^ ' 

finance 
Pearls 

cloth, ^ _ 

an old poem saj's: “A simple-looking lad, you were carrying cloth to 
exchange it for silk." The official muster of the market, says the 
comment, stamped the cloth for use in barter, and it was 2 inches in 
width and 10 inche.s long. The author adduces this as classical author- 
ity for an issue of Go\’ernmcnt bank notes. Hut as th(* poem mentions 
merely barter, and the explanatory remark is that of an author of 2(K) 
A. D., how can we know whether the mark<*t officer stamped the clotli 
or not? It may have been a simple case of barter. Whatever is 
meant it would scarcely be by stamping, for this mode of giving 
official validity was hardly in use so early. Why, for example, do we 
find that the cash of theCh’in dynasty, 220 H. C., were issued without 
any inscription upon them? Books tell us that the Han dynasty 
monarchs were the first to direct chai’actors to be inscribed upon their 
coins. This practice commenced alx)ut 200 H. C. and was never after- 
wards neglected. He refers to another example- that of painted 
squares ot white deer skin, which in the reign of Han Wu-ti were used 
f monej'. They were priced at 400,000 cash each, and were presented 

to the Emperor by the high nobility or bv his relatives at the daily 

audiences or at high festivals, after which they could pass into eireii- 
lation for the amount mentioned. At that time there was also a silver 
coinage, the .silver being imxed with tin as an alloy, on account of the 
whiteness of that metal. This alloy of tin wius doubtless intended to 
prevent a I attempts at melting the imperial coins. The inciter could 
only lose by the act, and If it was not worth his while he would not 
plate the ( oiiis m his meltmg-pot. 1 his .seems to he a clear historical 


.C.UU.UUU long in use; and the high value assigned to the deer skin 

o7 like the milLn-pound bank note 

of Samuer Rogers which he displayed in the chimnev-piece of his 

P^'or- It was more an object of admiration than of utility 
in an age of luxury and gaudy show. As to the origin of naoer cur’ 

Ibid^ p m™’ ™ tlie^Han dj^n^ty.”— 
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Tt-n rammit fur a paper carrt ney. 


In the (lyiiiisty, about IfJbO A. D.. when the board of revenue 
was desirous to return to the use of paper money, the governor of one 
of the provinees stated in a incinorial what appeared to him to be the 
ten advantiiges of paper money. Tlie tirst was that it could be manu- 
factured at tlie capital of each pro\ ince for use in that province. The 
second was that it could circulate widely. Iho third was that it could 
l»e carried with case, being light. The fourth was that it could he 
readily kept in concealment. The fifth was that it was not liable to 
division like silver intoditterent gradesof purity. The sixth was that 
it did not need weighing, as was the case witli silver, whenever it was 
used in a commercial transaction. The seventh advantiige was that 
silversmiths could not clip it for their own nefarious profit. The 
eighth was that it was not exposed to the peering gaze of the thief's 
rapacity. 'Fhe ninth was that if paper took the place of copper, and 
copper ceased to be used for making cash, there would fie a saving in 
the cost of this metal to tlic Cirovernment. or the copper .saved could fic 
used in manufacturing arms for the troops. The tenth advantage 
would be that if paper were used instead of silver, the silver might be 
stored up by the Government. 

Our author in citing these ten reasons for adoptinga paper currency 
adds that the last two are defective. In adopting paper for the mer- 
cantile classes the copper coins would remain in use to meet the neces- 
sities of the common people. So also silver should continue to he used 
in making ornamental articles and headgear of various kinds. It 
would be a mistake to shut it up in the Government treasury and pie- 
\ent its b(*ing accessible to silveismiths. There is a fallacy lying 
hidden in our author's reuMining. He thought that the authorit) o 
the Government was all that was essential to the successful establisn- 
ment of a circulating medium, not reflecting that if 
emploved there was need of a corresponding store of goid m’sii\ei 
in readiness to pav value for the notes if the jieople lost conhdeiice i 
them and wished for their metallic e<iuivalent. It did -strike h 
that the financial credit of tiic Government bank can be-smstamed oim 
bv pavn.i.nt in gold oi- .silver to .liseontented 1>« 

thoiLrldonlvofsupplvinsrtlied.nnandforornamentsand oto un^ 


dv ofs”ui)plvingthe demand forornamentsandnototarunon 

'• I rfact, Carina is too large a eonntrv and the merchants 
i>, III . fTovernment to 


the treasurv. in racr. v innn ” r;„,.pr,i„iont to 

as a body too powerful hv their mmibers | to ajiow 

attempt successfully the prohibition of silvei. n [( ^ 


ly ; It is eerta.nly a ' I" i;,;;;kvi-s. hills of excha,.Ke 

ide business connections of tli tbe provincial capitals 

uv be bought iLn unquestfonod 

■ the empire, liotli to natne and f g ^aU to 

iiicfit, and renders traveling tenfold casiti tua 


in 
of 
benefit 
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be carried in the traveler's trunks. In the lifth and sixth I'l'iisons 
alleged for Government paper currcnc3' the Chinese writer toiudics 
UDon two patent and unanswerable obiections to the present system. 


each locality and the traveler reels himseir outwittetl. tiis money 
becomes less at each new point in his journe}', and a gencml feeling of 
dissatisfaction with the currcnc}' grows upon him (ni his return; how- 
ever, he would natumlly become more reconciled to the tyranny of 
the scales had he silver left to weigh, for when he arrived again at 
places of large trade, his sycce weighs as much in proportion to bulk 
as before. The .scale dirter.s to allow the money changei s in towns of 
small trade to pay their expenses, and when this is understood the 
indignation of the traveler sinks somewhat. Hut there is a woise 
trouole than the variation in scales. It is the variations in the purity 
of the silver. It becomes alloyed in many ways and is reduced to 
purity only by re-melting. Hlacksmith.s melt the silver, and in all 
places of large trade there arc assaying offices which certify the purity 
of silver for a small sum. Silver .sent to Peking to represent taxes 
has cut into it by the treasurer of the province, the name of the arron- 
dissement frou) which it conies, and of the blai'ksmith w’ho molted it. 
Only silver of tirst purity is allo\ycd to be sent to Peking. In this way 
the Government indirectly aids in rendering the silver whioh i.s in cir- 
culation as money much more pure than it would otherwise be, but the 
introduction of new silv'cr into the money market is the work of 
merchants alone. Also the law does in a direct way bj’ statute under- 
take to protect silver from the incessant efforts of the unprincipled, 
who for private profit in every possible way try to diminish its purity, 
put it IS so hard to discover the evil-doer that statutes are promulgated 
in vfun and the owner of the metal i.s in fact only protected by the 
sbion and the assaying office. When it is considered how* much impure 
silvei IS in cii'culation there does seem strong reasons for a silver coin- 

would at once improve the standard and iai.se the average 
ot purity, lo reject the precious metals as currency because their 

^ mistake. The 

at f maintain the efficiency of the statutes which aim 

a!innw against the currenev. Mexican dollars 

tlnJanT " m value than sycee silver, and the con- 

\eniente of a com is so great that it is remarkable that the Chinese 
Government does not follow Japanese example and establish a mint.— 


T/ic hUUtry of jMpcv cun'ciicy. 

return to this system, which was a «?ort Kn” i • “i* *m. was a 

the merchants by the GoverDmen^ about the y ir sfo A bufeau 
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was instituted in Kai-feng-fiu then the capital, for the transaction of 
this business. 

In 1023 Szechuen was suffering from the iron cash coinage which 
the (Tovernment from scarcity of copper was forcing on the people 
there. The paper notes then put in circulation at Cheng-tu by the 
(iovernment were meant as a relief. They were to be returned once 
in three yeara. The idea sprang up among the rich merchants and was 
accepted by the Government, and the merchants conducted the busi- 
ness. The limit of capital represented by the notes was 1,255,300 
strings, a string being 1,000 copper cash. In 1150 A. D. the Golden 
Tartars had just conquered north China, and about this time they 
adopted a currency in paper, because they found copper scarce. Cop- 
per. silver, and gold have always been chiefly found in south China. 
A noi'th China kingdom finds it convenient to use paper so far as pos- 
sil)le, to prevent its being dependent on a southern neighbor. From 
this time forward, during a century of the Golden Tartars and another 
century of the Mongol domination, strenuous efforts were made to 
maintain a paper currency. Colonel Yule, Doctor Bushell. and others 
have printed facsimiles of the notes of these periods. They arc found, 
for example, in Yule's Marco Polo and in the Journal of the Peking 
Oriental Society published this year. All the efforts of the Govern- 
ment did not secure the credit of the notes at par. On the contrary, 
they became depreciated to an extreme degree. This, however, did 
not prevent the Government of the Ming dynasty, which acquired the 
sovereignty in 13fi8 A. D.. from continuing for a time paper currency, 
which was finallv abandoned as silver flowed into the country through 
the foreign trade which brought to the southeiai ports a portion of the 
]Uoducts of Mexican and Peruvian mines. It was American silvci 
that gave the death blow to paper currency in China. The arrival of 
sufficient silver was the real relief whicli Chinese trade require . 
Notes were finally abolished about 162b A. D. Tims the conquest 
made hv silver over paper occupied about a century or a little ino . 
from the commencement of the trade of the Spaniards and For uj, 
with Canton. — Ibid., p. 2112. 


Silver in ('hnni. 


The silver used iu China as a veal"! uild 

has heeii invi easiiig, iu quaiititv especially , " j,;,|iisli ious 

most rapidly of all duriuK tfie 

Chinaman represents so much wealth In h • thesUudard of monev 

ver. for ^lu-r has now m^ns au huava^o 

value m this counti \ . I he indiistrv and in localities where 

of wealth wlierever tliere is scope ^ •' ’ .. begiimingof the 

ojiportunity is wanting, it fnnrteenth centurv, the puhlic 

Aling dynasty, in the latter half "JJtrtim the Gov- 

currenev had fallen into a most uiis s ..pjft, (,f the paper notes then 
eminent not being able to ma 

used, of silver then rapidly 

these were worked to increase the told that in 1578 

coming into use as a medium of ^^clmog . p,. „ioney, 

the Government received from , 1 ^ hundred vears 

im piculs of gram, and a.jU.t strings of sh ^ • 1 amounted to 

later the amount received in hemp, cloth, and sIl^el 
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14,801 taels of tins last metal. 1'lie strinf|:.s of shells used as money had 
disappeared. Tlic (‘mnl)ersoine<^i‘!iintrihutc in heavy ha^fs had become 
changed for silver. Rut hcmpnnd cloth were still received by the (lov- 
ernment tax collector because they could be exchanged for silver, and 
the expense of conveyance of these articic.s was not very gi'eat. Y(*t 
after a few more decades this mode of paying taxes will agaiji be 
exchanged for silver, which in a country like (Miina has proved to be 
the most economical foimof tribute. The Government in these cir- 
cumstances began to prize .silver very highly. It kecqjs its value as an 
article in great re(|uest for ornamental work. It is cheaper to convey 
than other kinds of tribute. It is acceptable in trade, and the mer- 
chant is far more willing to part with his goods for silver than for 

t I _ . * - X I- ^ /“l X I _ _ Jl* ^ X i. lx? 


of 

in 


^ ... I ^ _ .... .... .. 

paper money. Hence the Government made elforts to obtain moi‘(‘ ( 
it. They set criminals to work in the mines of Vimnan. This was 
1400; and they do not.seern to have allowed Chinese employers of labor 
to manage mining operations. 'Phey considered it good policy to keep 
the mine-s in their own hands, and they orden*d the high olKcers to 
report fully on any failure in the working or diminntion in the yield of 
metal. Then in 1408 the works were suddenly ordered to be stojipial, 
probably because of earthquakes, for a few 'years later, in 1511, tlio 
governor of Yinman sent up a memorial advising that all the mines 
should bo stopped, on account of fresh (‘arth()nakes; )mt tlu'v W(*re 
opened again in 1514, notwith.stnnding other obje(*tions w’bicli were 
pressed at the time, such as the gathering of a rough-spirited popula- 
pon at the mines, and the neglect of agriculture in the provinci*, haul- 
ing to want of food to supply the nec(is of immigrants. .\t this verv 
time American silver begaii Uy enter the country tlirougli foi-eign 
trade at Canton and Amoy. More silver was thus introduced and a 
real need supplied, for it enabled Government to abandon both the 
shell currency in the southwest and the paper currenev cvorvwhorc 
and the mcrcliants were very glad to sec the last of tho'Governmcnts’ 
(sic) and to have in their place this shining metal. Silver was now 
wanted by everyone, to keep in store or use in liuving as he pleased. 

1 he value of silver in copper cash has gone through great vicksi- 
tudes. It has been three thousand, and it has been one tiiousand per 

* ioon A ’tC* D., a tael of .silver was worth 1,750 cash, and it is 
now, 1889 A. D., worth 1,880 in the Shanghai market. In the reign 
of Yimg Cheng, about 1730 A. I)., 36 taels of silver were paid fovii 
months maintenance to 21 workmen at cash foundries in Yfinnan— 
that IS to say, If ounces of silver would then support an able-bodied 
worknianforamonth. In 1555 the casting of cash in Yunnan was com- 
meiu ed, on account ot copper being produced there in abundance. The 
disuse of paper made a new supply, both of silver and of copper cash 
a nece^ity and from that time forward both metals have been needed- 

W to they must s«uln: 

iinue to be lequiied m increasing quantity. Two centuries ao-o tho 
workman could live for 100 cash a ^ Noi more is requtoed bfeauso 
puces have risen and every one who carries on hisshoii?dcrhis baskets 
of marked produce from his little farm to the adjoining looa center of 
meichandise expects more money for it than did his Irandfather did 
The old cnrrency needs to be modified to meet the nerconditions 
Cx)pi)er cash arc not enough for the uses of commnn hJI 
required to do whafthe cash, through gradual ainki^g in (tlue cL' uot 

S. Doc. 128, 68-:i 18 
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do. Two Imiulrcd cash are wanted to hii}' that amount of food and 
clothinjr for which in former times lUO would have been enough — that 
is to say, the man who goes to market to buy must carry with him 
twice as much weight in copper as his great-grandfather did. It is 
more conveniejit in these circumstances to have small silver coins, and 
this is our convenience in the West, or small notes issued by native 
hanks and \)roperly stamped and inscribed may be used, as they still 
are in Peking. 

Yet small silver coins could not now in China take the place of cop- 
per cash. Copi)er must cotjtinue to rank in China as the most widely 
useful of all currencies, because of the di.sproportion in the expense of 
living in large citie.s and in country districts, and the wide ditterences 
in climate existing hetwiam the north and the south and between moun- 
tain and plain in so large a country as China. That coin is most 
adapted to China which nas the most minute divisibility. A dollar 
which is now worth Hs. 8d. is divi.sihle into a thousand sepanite coins 
composed of a mixture of copper and zinc. It suits the prices of nmr- 
ketahle articles and the incomes of the people to retain this su))divison 
in current coins. Even silver is circulatecf in very small Iuiuds as well 
as in large ones, and the small hand steelyard used in weighing it is 
subdivided into hundredths of an ounce. Such a steelyard is part of 
the kit of evorv traveler, as a check on the wcigliing of the money- 

shops. — Ibid., p. 584. 

CopfM' CdKh. 

The older liooks written by Chinese archeologists on the history of 
cash contain at the beginning examples ol money professing to come 
rwn"t^ primitive ages, So\ne of them 

he Ls Lich coins in his cabinet that this immense antiquity is gn en o 
tMn In medieval mvthmaker.. 'rhe best .node,-,. 
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are indicators of progress in commerce and the arts in various localities 
of northern China. We may consider it as proved that bronze castings 

J ^ £t m ^ ^ m m M A 1 «v k aV aa.a 1 ^ a Ak y1 1 • 


uruDze. i3Uica?>ii were cast ueiuie o. lui ii is lucuiiic^i iii tuat 
year that larger coins than had been -before made were then cast in 
Honan, on the banksof the Yellow, Kiverby order of the Chow emperor. 
From the collections of the numismatists it appears that a scpiare hole 
in the middle and a legend of two characters were in use as early as 
this in Chinese coins. Hwo was the word for “ money,” meaning that 
which is changed (hua) for something else. Pao, “ valuable,” was 
prefixed to it. Put coins must have existed befoi-e this, and in the 
Han dynasty it was fully believed that KiangXai-kung, the chief min- 
ister of Wen Wang in the twelfth century before our era, introduced 
them in Shensi ^\dien in office and afterwards in Shantung when ho 
retired to his principality. His special repute is for advancing com- 
merce, and it was under his fostering care thatthesalt trade of north- 
ern Shantung came to exercise a decided influence on the development 
of internal commerce in ancient China. The history of Pankoo 
ascribes to Kiang Tai-kung the origin of round coins as distinguished 
from knives and pieces of cloth. We may adopt this view and may 
connect it with improvements in metillurgy and new accpiisitions of 
foreign knowledge at the beginning of the Chou dynivsty. If Kiang 
Tai-kung is rightly credited with the origination o‘f round cash, the 
period of that improvement is then fixed to the twelfth century before 
our era. \ etit ma}' be that he is credited with it because he promoted 
trade and was possessed of political sagacity shown in other useful 
measures. If at any time between the eleventh and fifth centuries 
before our era the coins called cash were introduced bv anv statesman 


u ° "oum ne ny a suggestion from the strings of 

seashoUs then used as money that the idea of a liole for stringing the 

SrheS Further it would 

of th! fi Chung, thegreatadministrativestatesman 

f the seventh century, for in the book purporting to be written by 
Kwan Chung there are several references to the coining of cash biit 
the compiler does not attribute the invention to Kwan cfung himself 
Pei haps in these circumstances it may be best to assign the hrst round 
metal coinage to about the ninth century, the age of Siucii Wanir 

MW Burih’“'-'' "'“■‘’i P'TPy”"* wci/condiSsimces!: 

fully. But this may he too late, and there is really no verv stronfr 

leason based in the old literature of China why to Kiang Tai-feimg the 
honor of introducing a copper currency should not be assigned ^'I'be 
an describing the administration through 
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produce to iiiurket, exchanged it for something necessary for use or 
ornament, and returned to their liomcs with tneir new possessions. 
The mil way works may anywhere in that region, ‘‘rich witli the spoils 
of time,’* yield interosing treasures yhich will throw light on the past. 
Should there be a line made from the city of Confucius, or from 
Tnishan to the north of it, to Tientsin, it would bisect the very terri- 
tory which belonged as a feudal tief to the traditional founder of the 
copper currency of China. As about many other ancient matters, so 
on the (piestion of the origin of this currency, our successors will know 
with certainty what now can not be determined. — Ibid., p. 745. 

3. .MONEY SYSTEM OE MANCHURIA. 

(«) llKPoin KRCJJ THE Ameiuca.n ('onsul .vr Niuchwano. 

[CroiD I'nlly Consular Reports. No. 2010, July 22, 1S04.] 

The followiiiir paper on monev in Manchuria, prepared by Mr. 
Arthur llenckemlortf, of the Russo-Chinese Rank at Niuchwang, was 
transmitted Ity the United States consul at that place under date of 

May 5, 15*04 : 

I think it would not he possible to find a more intricate or compli- 
cated monev svstem than that at jire.^^ent in vogue m Manchuria. 
This is owing. I should say. to the fact that they have not there a h.xed 
recognized standanl of silver whieli can be taken as a basis loi 

Jchl::::"n,n.noy is o.. n Silvc- basis, yet tho.e is no stnn.1- 

ard of silver coiimum to all their provinces. or in 

For instance. tl,e siher of Nmelnvang has a to.ich of 
otlier woials. S ounces of alloy t<. Dili ounces of 
of the silver of LiaoyaiiL'. linkclen, Kirin, ami Tn ’ yi? *^^jlver 
to he (he same as that of YinfrUon, hut . never (s, ^ 
nsnallv heiim finer liv 1 or i ounces in the tlionsaml. "Pji 

:;iKm'i.as aloud, of hh which puts ‘V?: ”1 li'5?frwS 
on the other haml, Ilarh.i. silver on^ one 

above that of Xincliwaiig. M hen we think V J . 1 everyday 

of the items wliiel. has to ‘a"rions Man^cl.if- 

‘ri;:.. towns, ‘we i.mlerstaml ' - ‘ in 

Cliiiicse ciirrcm-y is not a simple • t\i „„](! sa\, for much of 

exchange of the Chinese hanker accounts, 1 sliouin . 

his (ii.ickness of perception. . of the syeoe, small 

T1 e haril-coiii currency m f t|,e niercliiimtisc hoiight 

coin, ami, of late, the ni'-'Y .V ' ' offoctives. .Vll prices 

„ml sold is not hoiight or J , ,„o„ey or ino-lii yiiigtzii-m 

ami rates (|iiote(l are “f-''','"'’',, , j ' ,.i„fjtzn. ^This transfer or mo-lii 
other winds, gootls , L^tCTi. The iirriviil of the riihle 

a: ,ss 

Isln lal^'e'l'.art ‘reV>™^ f-' ""h';!.'.! ‘Srrenev not siihstantiatejl 

.say, for instance, that a inercl.a.it stalls Diisim 
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that his capital is doposilocl in sonic hank in Shanghai. The first 
thing he will do will be to sell his draft on Slianghai in the niarkel 
at the market rate. The purchaser will transfer to the credit of the 
I'chant, at the plac-e where lie hanks, the equivalent, in transfer 
iiey, of Ids draft, and with this credit lie can j)iirchasc‘ Ids goods or 
do his banking. I’lds transfer money can at any time he sold for 
silver or riiiile effectives. 

The Chinese year has four settling days, or mao-kon, when all trans- 
fer money which has been issneil lias to he released. 'I'he method of 
redeeming transfer money lias iiiidergoiie several elianges during the 
last few years. The first svstem was that transfer monev should he 
redeemed at full value in hard silver at the end of ev’erv three months. 
This system was continued until about two years after the dapanesc* 
war. During this period the etlecrtive currency was sycee and cojiper 
cash, small coin not having tlion made its ajipearance in large 
amounts. 

Tino notes were largely issued by hankers and inerchanls of good 
standing. Silver at that time was only imrchasahle with casli, not, 
as now. with transfer money. All otlier e.xchange (piotalioiis lietween 
Yingkou and the other provinces were in transfer. At this time hard 
sycee was subject to a premium of from r>0 cents to 1 tael per shoe of 
taels, or, roughly, about 2 per cent— that is to say, hard sycee 
taels were equiyalent to 54 or 54.50 transfer taels. On the settling 
day, when the holder of transfer was paid full yaluo in sycee — that 
is to say, in sycee at par with transfer— he actually rcc(My(*(l about 2 
per cent more than the original amount ; this 2 per cent represented 
the interest he receiyed on his money. By this it may he st‘en that 
transfer money increa^d in value as it approaciied the settling day, 
owing to the fact that it was accruing interest. 

After the Japanese war the Chinese (lovernment started to mint 
dollars m the various provinces; this had the effect of raising the 
price of silver and causing a scarcity in the silver market, as tlie (iov- 
ernment was buying large quantities. This scarcity of silver made 
it very inconvenient to have to settle up in ready silver, as the mai’ket 
■was often very tight, and consequently the premium on silver would 
go up very high thus causing a heavy loss to issuers of transfer; so 
It was arranged that transfer upon falling due should not be re- 
armed at par in silver, but slioiild have a premium added to it 
This premium was usually slightly smaller than the premium on 
sycee, and represented the accruea interest. This system had the 
etfwt of somewhat diminishing the demand for hard sycee. 

During the Boxer trouble the transfer issued was not settled up for 
a period of nine months. The next settling day it was settled up by 
the liners of transfer paying $81..50 for each shoe of transfer tlie 
shoe then ^ing worth about $79, the difference between these amounts 
standing for the interest. Since then settlements have been mmle 
both by paying small com and by paying a premium. 

1 mentioned a little while ago that before the Japanese war there 
were tiao notes and copper cash in currency. These "raduallv dis 
appeared after the appearance of the small-coin dolla? srthat now 

ehurian" curm.cy. Ve ™birwIXu|hU„t ^ctcul^ 
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Russian railway and the troops. Tlie Cliineso took to it readily, owing 
to the ease with which it could be carried backward and forward, 
tlius saving the exj)ense of shipping specie. 

The currenev of Laiovaiijr is slightly diti'ereut from that of Niu- 
clnvan^. The ellectives there are the snaill eonu sycce, cupper cash, 
and rubles. Tliev have there also a system very nuicli like the trans- 
fer of Xiuchwang — that is. tlie tieh yingtzu. or note money. This 
consists of tiao notes issued on demand by bankers and merchants of 
good standing, payable upon j)resentation. not in copper cash, as 
woidd he e.xpected, hut in small coin, at the rate of the day. (The 
present exchange is about 11 tiaos to the dollar: the tiao there is the 
same as tlie tiao here — that is. 1(»0 cash. ) The ])resent rate is about l.‘> 
tiaos to the tael. This (piotation stands good merely for transfers of 
the tael and tiao against goods bought or sold; if ready silver is re- 
quired. an extra premium of about 1 tiao. more or less, according to the 
market quotation, must he paid. For instance, if a person buys 100 
pieces of goods the price of which is 1 tael apiece, and the market rate 
IS 15 tiaos to the tael, he would have to pay 1,500 tiaos for these 100 
pieces of goods; hut if. on the other hand, he wants to buy 100 taels of 
liard sycee. he will have to pay 1.000 tiaos— that is, 1,500 tiaos plus the 
j)remiuin of 1 tiao (or whatever tlie market rate may be) on eacii 
tael— thus making it 100 tiaos more. . 

The money system of Moukden and Tiding is practically the same 

as that of lii’aovang. , • * • 

The system in Kwangchingtsu and Kirin is quite ditfereiit again. 

There they have a svstem of transfer money very much like the sys- 
tem in Niucliwang. ' The exchange tliere is chiefly In'twoen tuios 
silver. The tiao there is three times tlie value of the ^ 
yang, and Tieling tiao. It is yaliied at -180 J 1, ! 

kwungcliiiigtsu and Kinn there is no easli to speak of. ^ 

ti'io notes issued, so that the tiao is more or less a 
used merely for business transfers, the actual settlements being 
in sycee according to the rates quoted in the market. 

ofVTiir T ie liflerencl in ri.- nr fall in 

on t!,o rubU., whbj, Hs.....,! . is 

increases or decreases. In Clii-elii-bar and Haibin ail 
done in bard ell'eetives. either sycee. rubles, or small coi . 

((,) THE Defeat of the Tbavemni; 

As an instructive an.l ilbunii.a.ing tboCbi.;- system 


As an instructive an.l '“""'"'f "'S 7," , cr of >I.'. H- I>- I’"'' 

are added the 

mull AVeale's hook. Mnnchii and \ position and bid 

So by 1001 the nible had a vetA hm a.jd^un n . _ ^ 



tluit is, on till 


GOLD STANDARD IN INTKRNATIONAL TRADK 


279 


occupation troops made the Slav foolishly confident, and caused him 
to commit a first great faux-pas, which was (o Im* the ruin of the 
ruble. Tell a Chinaman he has got to do something that you have 
neither the organization nor the power to make him do and yo>> ai-e 
simply inviting disaster. Ah<»ve all, when it is a question of ihi* 
Chinamairs pocket, act most warily and be warned in time. 

Here it is necessarv to explain that the resil currency of Manchui’ia, 
jis in other i)arts of Ohina. is merely copper cash, not (Ik* small coppei* 
casli of the central and southern provinces, but (he so-called largt* 
cash of the north. As these cash are too small a denomination in 
which to conduct commercial transactions of any magnitude, it may 
be said that the “tiao" is the unit of value in the big market places. 
What is the liao? The tiao is simply a certain number of copper 
cash. In north China, or say the metropolitan province of Chihli, it 
is 100 large cash; in Niuchwang it is 1(50; in Moukden more, and 
finally in Kirin several hundred cash go to the tiao, and, roughly, in 
tiiis last named place, 2 tiao equal 1 provincial dollar. Hut there is 
another point to note. The tiao is an imaginary coin ; in fact, it is no 
coin at all. It is simply a multiple of copper casli st*ttled on long ago 
in the dim past and varying according to the district in which you 
happen to be, and is not coined into silver jiieces. To .simplify mat- 
ters, Chinese bankers in Moukden. Kirin, and in fact in every mart of 
importance, issue paper tiao notes of various denominations, and these 
notes correspond almost exactly to the country bank notes of Euro- 
pean countries. 

These notes are, therefore, only negotiable in their districts of 
issue. If, for instance, I have got 1,000 tiao in Moukden notes, say 
£20, and I propose to go into Kirin city to buy produce, I must fii*st 
cash my notes in Moukden and get a Kirin credit in silver taels; that 
IS, an order on a Kirin bank to j)ay me so many local taels' weight of 
silver on demand. Arrived in Kirin, I present my draft ami am told 

that my credit in Kirin tiao at the current rate of the dav is so and so 
and so much. 

Are you beginning to sec wliat a hornet's nest the Russians were dis- 
turbing when they attempted, unauthorizedly, to tamper with the 
Chinaman s birthright, the exchange question and the vast profits it 
brings him ? However, there is yet another point. 

In 189 1,1 think it was, mints to coin dollars of the same nominal 
weight and fineness as the Mexican doIhu*s were opened in Kirin city 
and 111 Moukden. Unfortunately no figures are available to show 
what number of coins were yearly placed on the markets, but there is 
^me reason to suppose, although the work was .verv intermittent, that 
the totals ran into millions. More attention, however, was given to 

«nTn ^.^bsidiary coin^^that is, 5, 10, 20, and 50 cent liedls- 
than to dollars, because adulteration and .short weight are not so easily 
detected or objected to in minor coins ns they a“re in bL oL .?n3 
the mint profits are, therefore, more secure. These mints were opened 
mth one object, that of supphing convenient tokens for the^eve7 

Sanchfrir"” between foreigners and Chinese in 

Reviewing rapidly what has been written above, the reader will see 

real money of Manchuria is the larger copper cash- 
that for commercial transact ons the tiao a pprtnin ^ ’ 

cash, is the value used; that for 
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Mctor niintod dollnis nro locally employed, and that, finally, for set- 
adverse trade halances, silver hiiilion or sycee is shipped from 
one j)()int to another. The rul^le was, tlierefore, in every wav an 
interloper, at first tt)leraled hy tl\e Chinese bankers because thev could 
s(jneeze a beloveil exchantfe profit out of it. whether they were buying 
or selling. Once, however, they saw th(*ir entire monetary system 
threat(*ned by tlie arbiti'ary decrees of Russian bureaucrats ihey pre- 
))ared for battle, and wheii the dollar-loving Chinaman prepares for 
battle, look out for s(|ualls. 

During the first part of 1901 nothing much was noticeable, but after 
the evacuation protocol of April, 190:^, was signed in Peking ominous 
rumors iu'came suddenly current in every tea house and hong in Man- 
cliuria. The Russians were going, everybody said, and were leaving 
th(“ir usele>s paper money behind in millions of innocent Chinese 
IuukIs, Who guaranteed this paper? What was this paper, and was 
there no redress ? 

These were the (juestions that were being freely asked and nervously 
answered, and the Chinese l)ankers, the conscious instigators of false 
rumors untraceahle to anyone, smiled (piietly in their hack parloi-s, 
knowing that they would succeed. Briefly jmt, the battle, although 
just comineneed, was already won. Distrust and suspicion, those 
twin fiends that coiupier the strongest, had taken hold of the multi- 
tudes. and the game was absolutely in the hands of 1,000 native 
banking people. For although the Russian did not probably in the 
first instance dream of forcing his paper money onto Manchuria, 
events so sha|)ed themselves that he thought he could use the ruhle 
as a powerful weapon of eoiKpiest. Manchuria had a Russian rail- 
way: Russian guards cvcrywlierc: Rus<o-Cl)ines(.* lianks in many nn- 
portant towns: Russian authorities controlling the seaports; in fact, 
it sacmed like Russia hoi-self to iiurhlind employees who traveled up 
and down the empire of the 5-foot track. Therefore, why not imiKe 
an end of all pretense at once and spread the famous jiapcr 
wiiich there is apparently no end. stamped with the effig.| ? 

ni|.(.tenf C'ziii-. and syiiil)(>lie nf liussia s victory a I over ™ 

Hut, as r have already said, it is best not to go too fa n « 
the size of France and (iermany rolled into one, and „ 1 ' 


to St Petersburg as to ybat siiouiii oe uuiic- » .y* — ^ railway 

dollars and hundreds of millions pre-Boxer davs. The 

city, and representing ,lolhu-s and keep the copper 

answer promptly came: Ship a^^a^ im. 

. j I . . .I-**! « i/\TiC 


lionrs in i\iaiirnm I.I. ^ , i, M.inchuria: wnicu. 

jinm-ilc fashion to kill th,> minted ' '(i.y Ifsiichsmallsiic- 
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chances against the elusive and iinagiuarv tael, the still more (ictitioiis 
liao, and the very matter-of-fact copper cash? Absolutely nil, of 


course. 


So to-day we tind a conservative English banker estimating that 
nearly 70,000,000 paper rubles are exj>orted to Shanghai from Man- 
churia by Chinese merchants and changed into silver dollars or silver 
credits; native bankers stating that more than this amount goes to 
Tientsin and Chefoo. carried there by Ciiinese hands and once nuu’e 

4 

promptly cashed into beloved silver. IVhat does all this mean? 
That the ruble is entirely <llscredite«l by astute ('binese, and that 
whether the Russo-Chinese bank in Mam-lmria makes its payments 
in paper or not is a matter of entire indill’erence : for no sooner is 
paper received than prompt measures are taken to cash it into some- 
thing more finite than a mere piece of parchment bearing an excellent 
likeness of his Imperial Majesty the Czar. 

And with this huge drain going on every Russian enterprise is 
being rapidly crippled. Harbin, to take one instance only, has spent 
all its money, and, what is more, all its credit in building itself new 
houses capable of more effectively resisting tlie terrible wunter. The 
Chinaman is the only man who has profited by tliis, for, altliough tlie 
houses are nearly all ready, there is lu) one with money enougli to live 
in them, so slack has busine.ss become. The rubles ’have all disap- 
peared and been hidden in the cotters of the* Russo-Chinese bunk, 
alone able, among a host of would-be empire builders, to purchase 
back in silver what has been emitted in jiaper. In both Port Arthur 
and Dalny it is the same story. Tight money, or no money at all, are 
the cries one everywhere hears. M'luu-e have all those fal)ulous tons 
of paper rubles disappeared to? Where, indeed ? 

So the real commercial life of Manchuria rolls on uninterruptedlv 

m spite of the Russian invasion, in .spite of imperial decrees, in spite 

of every attempt. Chink, chink, go the silver dollars; chunk, chunk, 

the he^ivy sycee of pure silver; clank, clank, the iron and copper cash 

ot a people who undei*staud business, and these sounds are full of 

ominous meaning for the incautious Slav. The railway, it is true, 

must still be paid for in rubles, but then in no country in the world 

IS the native such an adept at exchange banking as in the land of the 

blue gown. If you want 100 rubles, or even 10,000, you can buy them 

almost anywhere in Manchuria, for Cl.inese dealers are quite ready to 

bni? soldiery are lieing daily fleeced of more mil- 

JnT -F purchase rubles with ease, you are simply buy- 

1 1 of ' 'll""'' more entered into the co.umerciM 

life of tig people than the golden sovereign has at Hon»rkong And 

then in Hongkong England has at least some trade, whicl/is more 
than can be said o? the Russian in Manchuria. ’ 

ine fact is, the Chinaman is inordinately a lover of the tanwiblp 
He hk^ his money in solid coins or solid biillion, even if Lv afe nli 

transactions in mere credits, but in every case he knowrthn^ rUff ® 

fate tis: 

attempt to oust the Manchurian currclicies it is 

drearyT“ otf 
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A year a^o in Moukdcii yon rniiM put down your paper money any- 
where unchallenged. To-day bring out a 50-ruhle nole and your 
bland C’hinainan asks you to be good enougli to wait a minute while 
he runs and changes. It is true Hut the wily Jap has .somewhat con- 
tributed t(» this unkindly suspicion, ftu- quite uuauthorizedly he took 
upon himself to make up for the tightness in the northern markets bv 
opening private ruble factories in Osaka, and flooding the place with 
truly exc(‘llent likene.sses of the great Czar‘s money. But apart from 
this, the local ('hinese have been asking, with all the rest of the world, 
how long this enormous Manchurian expenditure, which has made 
them richer than they ever were before, can go on without bringing 
an almighty crash: and they are <|iiite right to ask the <|uestion. 
Kus.sia must have s])ent .")()().b()0.000 or (iOlt.OOO.OOO rubles if she has 
spent lOO in Manchuria during tin* j)ast few years, and most of this 
has gone into Chinese pockets. The ('hinaman has surely had his 
revenge in the sweetest way possible for the brutalities of 1000, by 
killing the ruble and pocketing the change. The political crisis may 
be settled one way of the otlier. but it can have no influence on one 
thing — the fate of the ruble. The ruble is already defeated and paid 
for. The Chinest‘ have triumphed with a cash victory in spite of a 
material defeat. Russia may pin down Manchuria with her bayo- 
nets. but the Chinaman has hi'' hands in the pockets of the Kuski sol- 
diery and civiliaiirv. and will starve them all to death when lie likes. 


ApI’ENDIX li. 


THE PHILIPPINE ISLANDS. 


I. EXTRACT REGARDING CURRENCY FROM REPORT OF THE SEC- 
RETARY OF FINANCE AND JUSTICE. 

The evils resulting from the rapid Huctuations in the value of 
the Mexican silver dollai’s and Spanish-Filipino currency in the 
islands were fully forth in the last annual report from thisoftice. 
It was there stated that between danuary 1. HML', and October 
25, 1902, the insular government had sustained an aggregate loss 
of $956,750.37^, measured in gohl dollars, by reason of shrinkage 
in the value of the silver in the treasury. Tl'iat los.s still continued 
to increase by the successive changes m the official ratio between 
local currency and gold until the aggregate loss i*eached the sum of 
$1,615,562.38 on June 30, 1903. During the latter portion of the 
fiscal year 1903, however, the official ratio had been made such that 
large sums of United States money had been paid into the treasury 
instead of local currency, so that the amount of local currency 
steadily diminished and of United States money steadily increased. 

'^e value of silver in the markets of the world commenced to rise 
in I ebruary, 1903, and has continued to rise, with more or less fluctua- 
nons down to near the 1st of November, 1903, the date of this report, 
^ut the amount of local currency remaining in the treasurv during 
the period of the rise in price of silver was so small, compaVed with 
\vhat It had been during the jxjriod of depreciation in the price of 
Sliver, that but a very small portion of the losses caused by the deDi*e- 
ciation was recouped. ^ 

During the period last referred to there was another source of loss 
to the treasury in the fluctuating currency. The official ratio between 
the two currencies was maintained at such a rate that very little 
Mexican or local currency came into the treasury in payment of public 
dues, It being more profiUble to pay in United' States money tlmn in 
ocal currency; but as the assets of the government were largely in 
local currency, it nece^rily made its payments in local curreif^ and 
^ the officiaf ratio.. This resulted in a inaterially larger nS^r of 

satisiV the government’s current 
Iwbihties than would have been paid out had the official ratio and the 
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TIu' followiiio; JUT the ratios in effect (luring tlie fiscal year 1003 
letweeii Mexican or local curri'ncy and money of the United States: 
From July 1 to 7. 15K)2, tlie ratio existing was Mexican 



to 1. 


To nu'ct th(‘ manifest and univer-;ally acknowledged hardships of 
an unstable currency, disastrous alike to all business interests and to 
the government, the Congress of the United States on the 2d day of 
• March. 1003, passed an act entitled “An act to establish a standard of 
value and to j)rovide for a coinage system in the Philippine Islands,'’ 
whereby a system of a new currency was authorized by Congress, sub- 
stantially in accordance with the recommendations made by the Com- 
mission in each of its three reports. The beneficial effect of the new 
legislation by Congress was immediately felt in business ciiTles. 
M'hile it was impossible for the new system to be put into iininediate 
operation, yet the fact that such a system was to be in force in a short 
time restored confidence to business men to a very large degree, and 
enabled the government to make its forecast of income and expense 
with more c(‘rtainty. The beneficial and steadying efiects of the new 
law were felt almost from the moment of its ai>j)roval by the Presi- 
dent of the United States. Arrangements were immediately made, 
through the Bureau of Insular Ati'airs at Washington, for the pui- 
chase of silver and other metals for the new coinage, and for the coin- 
age. of the same at the mints of the United State's, and for the piepa- 
ration of the silver certificates anthoriziul by the act of 
ri'ferred to. through the Bureau of Fngraving and Printing a 
ington. The designs wliich were accepted for the new 
made bv Sefior Melecio Figueroa, a Filipino, and are ^ ..nntrih- 
Tlie i>urchases of silvcu- for the new ceunage 
uted to the iuci'case in the market value of silver, ...ivanced 

operated to produce that result. The price ‘>f steadd) 

from 41».l cents per ounce in New lork on ounce 

insular government commenced to purchase, to . . .• pur. 

on or abtut November 1. 11)03. ^^dIen the to 

chases, it being then eonsidered that the " i ^f^i to tliat date, 

I,, coined from silver and other metals tes m in 

collided with the Spanish-lMlipino coins , i d * circulating 

circulation in tlie islands, would in ‘ jj (.oinnuuve of the 
„,,lium for all the demands of hnsi^e^,,' »/* < m . 


there inut oeen coim-u - , 

1903, 14,.')00.000 Philippine wsos. 'pesos. 10 -ccntavo 

peso; 20-contavo pieces to the ^nluc of 

pieces to tlie value of .MO.OOO '’■;j f 79,200 Jicsos, and half- 

302,500 iiesos, l-centavo pieces to the \aliu ol I 
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V.. ... . ...V , 

received and in transit on OctoIxT 'U. A larjre portion of tin* tninor 
coins so received have l)een stored in the insular (i-eiisiirv. but dej)()sits 
have likewise been ina<le in the local hanks that are lepil »;overnment 
depositories and have hv them been placed iji eircnlation to a irreater 
or less extent. The insular gfovernnient has likewise, since the 1st of 
August, 1903, distributed the Philippine ))es»)s in payment of all its 
cintI employees, and in payment of its other oblipitions so fur as 
practicable. 

Early in the inauguration of the new svstem a question of great 
practical importance arose as to what should be done with the Mexi- 
can and Spanisli-Kilipino coins in the islands. Strong pressure was 
brought to bear by the local hanks aiul ollnu’ dealers in curremey to 
induce the Commission to enact a law to prohibit the fnrtlier impiuda- 
tion of Mexican dollars, or impose a heavy tax u))on such importation, 
and agreeing to take up or redeem all the Mexican currency in the 
islrtnds at u fixed valuation. It was ur^cd that (he fjoveriuiient under 
those circumstances might well rcMjcein all the existing local currenev, 
both Mexican and Snanish-hilipino, at a iiniforin ratio of I peso 
of the new currency for 1 peso of the old. Tlie result of such action 
^^ould necessarily have been to have given an immediate fietitious 
value to the local currency then in (he islands, and to have enabled 
the banks and othei^ who might get possession of it to obtain a much 
larger price than its true and actual value. The result likewise 
would have been to have imposed upon the government a "reat ex- 
pense by reason of paving a fictitious value for the local cun-enev in 
the islands, probably largely in excess of the whole profits that inav 

A on the new coins. It was also probabfe 

that the demonitization of the Mexican coins would tend of itself 
rapidly to expel tliem from the islands, and tliat the danger of their 
importation was not then imminent. After careful consideration it 
was determined that the ordinary laws of supply and demand should 
be allowed to have full sway, for tlie present at least, and that the 
Mexican dollars should l>e allowed to flow wherever the current natur 
ally tended to take them, and that the government should no re com 
them or any part of them at any time or at any price. 

irni has demonstrated the wisdom of this conclusion 

fhTf maugiiration of the now system the fict 

Lfl ^ ^ inaugurated, in connection with other larire can<ks 

Ss.'r£ of ,r?ai -r- Ft: 

<0 i. ... i.. 
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amount of Spaiiisli-Kilipim) mouev. The importations and exporta- 
tions of Mexican dollars from tlie 1st day of January, IDO-l, to the 1st 
day of November, 1!'()3. ajr^re^ated approximately 17,707.000 and 
ii.iljJO.OOO, respecti\ely, leaving a net excess of exports over imports 
amounting to apj)roximati‘ly 1.000, wliicli is appro.xiiuateIy the 
amoimt of the new coinage that has been introduced into the islands. 
So tliat the currency availalde in the islands has not been at all 
diminished by reason of the e\j)ort of Mexican. 

It is impossible to e>timate with any exactness the number of Mexi- 
can dollars still left in the i.-lands. Mr. Jones, manager of the Hong- 
kong and Shanghai Hankitig C'orporation at Manila, estiniates that 
not more than 4,000.000 pesos M^c‘xican are still remaining in the 
islands. Other e-'tiniati*s are much higher. The amount of such 
coins in all the baidis and in the insular treasury on the 1st day of 
October. 100‘b was mucli less than 1,000.000 pesos, 'rhere was no 
record of tlie amount of such coins in tlie islands at any time; nearly 
all of them were introduced in violation (»f Spanish law, and. there- 
fore, necessarily no reconl was made thereof. The Mexi(*an dollars 
were tlie coinage of a foreign country, in part unlawfully introduced 
into the islands, and the insular governinent manifestly owes no duty 
ill regard to them. Other consi<Ierations pertain to the Spanish- 
Filiiuiio coins. They were issued by authority (>f the Government 
that controllcil the Philippine Islands, and are in the hands of the 
residents of these islands. Tliey are not used in Asiatic coimtiies, s<i 
that it is impracticable to export tliem to those countries, ns 
with the Mexican dollars. It was considere.l that good faith ami ra 
dealing required that the insular government should on 
basis mleem tlie Spanish-Kilipino coins, and it is 
such action at an early date upon a basis t() be **‘**^’’*^*\ ■ , j„,. ^f 

This l)asis. liowevcr. will ni.t ho ii. oxcoss of tho , ,l,o 

Mexican .lollars, and after a reasonahle tinio P™,”, , he 
bullion value of the coins. The ,spau.sh-I' 

insular treasury are already being ^ |„,,,'te,| The 

he coined into new l>hihp|>iiie i-oiiis in the "j'” ^ Mexi- 

oliicial ratio between United States money and local loiiis. now _ 



Ilouhtloss Ik. lixed after wii.en i e ,he dale oI 

Ih. received in payiuent of ''!! , • 1 , 1 , Kilipiuo «.ins iKTOiae 

.lannarv I. IHO-t. and the ^ V' u,„ne}bnd the Spa^^ 

deniouctized the ratio between Iwiited States mone, 
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Filipino coins for payment of public dues on^lit to be a fair com- 
inercial ratio, so that such coins will come into the ti'easurv in pay- 
ment of public duos, and upon coming in tliey ought to l)e IIku'C! 
retained and shipped, from time to time, to San Francisco to 1x5 


^ ^ 1 i v/ij I iiijjv \ 1 MX ^ It/ k I 4 11/ I nj 

recoined into the new rhili[)pine coins. During the same period pro- 
vision ought also to be made for their redemjjtiou by the treas- 
urer at the oflicial ratio, irrespective of whether they jire or are not 
tendered in payment of pul)lic due.s. It will require considerabh* time 
to get in the Spanish-Filipino coins, the amount of which is esti- 
mated at between 11,000,000 and 15,000, 000 pesos, to expel the Mex- 
ican pesos, and to introduce the m*w IMiilippine coins througlu)Ut the 
remote provinces. The uumlK*r of Philippine pesos, subsidiary and 
minor coins, deposited in the banks and by them put into circulation, 
and put into circulation by payment directly from the treasjiry for 
salaries, wages, and oth«*r obligations of the irovernment. is as follows, 
prior to the 1st day of November, 

On October HI theiy were held in tlie vaults of the treasury 
9, 51<, 004.22 pesos, and in circulation 5.02(i, (>45.78 pesos, of which last 
amount 3,2-l(),-l 73.50 pesos consisted of money lield in the vaults of 
the four princij)al banks of Manila. I'he aggregate of these two 
Items— 0,.517,004.22 and 5.02(>.r)4.5.7S— is 14,54:V,(;5() pesos, the total 
number at that time received in the islands. 


III MIK- 

In accordance with the provisions of saiil act of Congress, steps 
^ye^e immediately taken to secure the printing of the new silver cer- 
tificates, such certificates, lacking only the seal and numeral, having 
been received in the islands up to and including October HO to the 
amount of 5,000,000 Philippine pesos. The work of printing the 
numerals and seals upon them was immediatelv begun under the 
direction of the treasurer, and their disbursemoiit, in exchange for 
«lyer P^os tleposited m the treasury, commenced on the 28th day of 
October, 1903. k rom that date and during the first week in Novem- 
ber aboiit 400,000 of them were placed in circulation. They form 
an e.\'ceedingly convenient means of exchange and relieve, the tmrden- 
someness of making payments in the heavy silver coin, either old or 

new, and come as a great relief for business men and all others who 
have occasion to receive or pay out money. 

The act of Congress above referred to,' and likewise the act of Con- 

L H entitled »An act temporarily to provide 

tor the administration of the atfaii-s of civil government in the^hilio- 

purposes,” provided in general terms X 

entitled “An act constituting a gold-standard’ Sin^ 

tUerefom, and accretions made thcrcto^nT^;wS^ i^gulate 
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for the oxclian^e of c-unviicics and for the issue and redemption of 
silver eertitieates,*' wliich. for brevity in tliis report, is termed the 

(iold standard act.'’ 

That act provides for tlie creation of a gold-standard fund,” to he 
used for tlie purpose of maintaining the parity of the silver Philip- 
pine peso with the gold-standard t)eso provided in tlie act of Congress 
approved March 2. ll)0;b It states that all funds in the insular treas- 
ury which are the proceeds of the c<'rtificates of indebtedness issued 
under said act of Congress, all profits of seigniorage made in the 
purchase of bullion iind coinage therefrom, all profits from the sale of 
exchange bv the insular governiiieiit between the Philipjiine Islands 
and the United States, and all other receipts in the insular treasury 
accruing from the exercist* of its functions of furnishing a convenient 
currency for the islands shsill constitute a separate and trust fund. It 
can not'be used to pay any of the expenses of the insular government, 
except those connected with the purchase of bullion and the coinage 
of tlie same, those which are incident to tlie ti'ansportation of such 
monev to the Philippine Islands from the place of coinage, putting of 
the monev into circulation, including tlie preiiaration and issue of the 
silver certificates, and the carrying out of such financial transactions 
as mav he antlioriml hy law to marntam the circula ion of (he neu 
ciirreiicv and for the maintenance of tlie jiarity of value hety een tlu 
si ver Philiiipine peso and the subsidiary and ininor coins wi h gold, 

ibs=: 

duty of the chief of tlu dnision or in the treasurv 



the division rircnlatuHi, ine .. 

once to the coinage of mom. ^ niaintenanre of (he 

nmlur^ place until 

hr (lie issue or retirement of sinn 
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first submitted to the chief of tlio division of currency. It is matle 
his duty to keep ii set of books dealing solely with the linancial oper- 
ations of the government in coinage and cniTency niatlers and in the 
administration of the gold-standard fund, and to make a monthly 
statement of the same to the insular treasurer and to tlie secretary of 
finance and justice. But the actual custody ami control of all insular 
funds, including tlie gold-standard fund, remains in the insidar 
treasurer, as heretofore, and he is responsible for tlu* same: tlie duties 
of the chief of the division of currency to be performed under his 
supervision. 

For the purpose of maintaining the parity of the Philippine silver 
peso with tlie Philippine gold peso, which latter is the (heoretical 
standard, under the act of Congivss referred to, and of keeping the 
currency equal in volume oidy to the demands of trade, five special 
provisions are made. The treasurer is authorized — 

First. To exchange at the insular treasury for Philippines currency 
offered in sums of not less than 10,000 pesos, or United States money 
offered in sums of not less than $ri.000. drafts on the gold-standard 
fund deposited in the United States or elsewliere, charging a pre- 
mium of three-fourths of 1 percent for demand drafts and Ti per cent 
for telegraphic transfers, and to direct the depositaries of the funds 
of the Philippine government in the United States to st*ll upon the 
same terms and in like amount exchange against the gold-standard 
fund in the Philipjiine Islands. The premium to be charged for 
drafts and telegraphic transfers may be temporarily increased or 
decreased by orders of the secretary of finance and justice, should 
the conditions at any time existing, in Ids judgment, require such 
action. 

Second. To exchange at par, on the approval of the secretary of 
finance and justice. United States paper currenev of all kinds for 
Philippines currency, and the reverse. 

approval, to exchange for Philijipines currency 
United states gold coin or gold bars in sums of not less than 10,000 
pesos or $5,000, charging for the same a premium sullicient to cover 
the expenses of transporting United States gold coin from New York 
to Manila, the amount of such premium to he determined bv the sec- 
retary of finance and justice. 

Fourth. To withdraw from circulation until paid out in response 
™ “ “Pou It, m accordance with the provisions of the 

deposited in the Treasury. 

^ j.. 1-1 ^ ^ ^^t a t es paper currency 


rx^A ^11 1 111 . liuuiri curreiicv 

insular treasury ill 

fn ^ Philippines currency, until the same shall be called out 
n Ttoponse to the presentation of Philippines currenev or until an 

Philippines currency Lall n.ake ■nec^v 
increased coinage, m which event, for the purpose of providing such 

Cd.®"’ becoine Vrt of the^ld^Jalrdard 

.. ® treasurer and tlie. treasurers of the several provinces are 

and^minnr Philippine pesos on demand for tL subsidiary 


S. Doc. 128, 58-3 19 
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The issue nnd redemption of silver certificates is to be conducted 
under the iniinediute supervision of the chief of the division of cur- 
rency. and liis hooks are to contain detailed accounts of the issue and 
redemption thereof. The treasurer is authorized to issue silver cer 
tificates upon receiving deposits of the standard Philippine pesos, ir 
accordance with regulations fully provided in said act, which are de 


accordance witli reguhUions fully provided in said act, which are de- 
signed to secure safety in the preparation of the ])lates, engraving, 
printing, and circulation thereof. The more important safeguards in 
this respect are that when the silver certificates have been entirely 
completed, cut, counted, and placed in proi)er bundles, they shall be 
deposited in the reserve vault, there to remain until required for 
circulation, and not to he considered while so remaining in the vault 
as available cash for the government, and shall not appear as such on 
the hooks of the treasury, although the treasurer shall be responsible 
for .the same as money; that, from time to time, the treasurer shall 
withdraw such amount of silver certificates from the reserve vault as 
may be required to meet the demajids for their purchase, in accord- 
ance with the provisions of section 8 of the act of Congress of March 
2, lt)03. All certificates so withdrawn from the reserve vault are to 
he thereafter treated as cash a\ailahlc for the government, and the 
j)esos received in e.xchango for the silver certificates sold are to be 
dejwisited in tlie la’serve vault and held for the payment of the cer- 
tificates on demand, and shall constitute a trust fund to Ik? used for 
no other purpose. Certificates mutilated or otherwise unfit for cnvii- 
iation when paid into the insular treasury shall not be reissued hut 
retained for future destruction, with safeguards in the act fully 

^''The theory of the act of Congress referred to, and of the gold- 
standard act passed hv the Commission, is substantially that a 
gold-standard circulating medium may be maintained at a parin 
with gold without uiiv hirgc use of a gold cun-enev by « 

the means provided for maintainmg the parity be ‘be 

currencies. Tl.e essential elements ‘-f ‘bo system are ted ipond^^ 
maintenance of a reasonable gold-standard eom- 

of the amount of neiv coinage so as to meet only the ^c „.i„.„evcr 

meroe. the retirement of a sufficient amount of such “ ""g than the 
it shall hecome apparent that there ,s more m o.rcu t « h n^thc 

demanils of eommeree rec|nire. the issuance s.irli 

currency in circulation, and the furnishing states' into 

s:t antmlly the ^ a^‘lX 
ad'opted by the BrjtJsh^Gov™^^^ p„Hty 

o^diVyen'" n' iapan and the B^;;{;^t'rn7they„"^^ 

parity between the Silver coins me inaugurated in the 

5ava: The new attempt to 

Straits Settlements is based and particu- 

to introduce the same systein p . ^ standard, for 

larly with reference to a silver throiifrhout the Empire of 

MeJico and a coinage that 7®’'^X"'"‘ring the past year, largely 
China, has been imder consideration during me g 
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through the instrumontfility of commissions oppoinlod by the United 
States Government and by the Republic of Mexico. 'I'lie Philippines 
government is so largely intereslcd in this (piestion in its larg(*r sense, 
particularly as it relates to the neighboring country of China, that 
$10,000, in money of the United States, has been ajjpropriated from 
the insular treasury toward the payment of the expenses of that com- 
mission in its work in China. 

Among other things provided by the act of Congress approved 
March 2, 1003, for maintaining (he parity of the value of (he silver 
Philippine peso and the gold Philippine peso, was one authorizing 
the issue or temporary certificates of indebtedness hearing intej'est 
at a rate not exceeding 4 per cent annually. j)iiyal)le at periods of 
three months or more, but not later than one year from the dale of 
issue, in denominations of $25, or some multiple thereof, redeemahle 
in gold coiii or any lawful money of the United Stales, according to 
the terms of issue prescribed by the insular government, with a pro- 
vision that the amount of such certilicates outstanding at one lime 
shall not exceed $10,000,000, money of the United States, and that 
such certificates shall he exempt from the jmyment of all ta.xes or 
duties of the government of the Philippine 'islands, or any local 
authority therein, or the Government of (he United States, as 'well as 
taxation in any form by or under any State, mnnieipal, or local 
authority in the United States or the Philippine Islands; the pro- 
ceeds of such certificates to he used exclusively for the inaintenanco 
ot the parity and for no other purpose, except that a sum not exceed- 
ing $3,000,000 at any one time may be used as a continuing credit for 
the purchase of silver bullion in execution of the jirovisions of the act. 
In pursuance of this authority, the insular govcrmmmt on the 23d day 
of March, 1003, authorized the sale of $3,000,000 of such certilicatc.s 
payable m one year m gold com or money of the United States. These 
ce^ificates were sold through the Bureau of Insular All'airs at "Wash- 
ington, at a nremium of 2.513 per cent. The rate of interest heimV 4 
per cent, and the time which they were to run h(>ing one year, afler 
deducting the premium, the net interest paid would he 1.487 per cent 
The money realized in this transaction was deposited to the credit 
of the golcl-s Undard fund with the (b.aranty Trust Company in 

IVew ^ oik, whicli paid at the rate of 31 per cent pvv annum f < r us' of 
the money It therefore resulted, inasmuch as the monormnah.e l 
foi a consideralile period on deposit with the Guaranty Trust Com 
pany, that the interest received from tliat ileposit nimi'than naid 1 e 

and, thirdly, that the Secretary ol the 
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nutliol'ized their deposit hy national hanks as security for deposits of 
United States funds held'hy the banks. The last circumstance gave 
to them an especial value. 

These two transactions probably are unique in the history of gov- 
ernment loans, ill that the Government lias actually made a profit out 
of its debts. 

The facts in regard to the passage of the gold standard act and the 
introduction of the new currency have been brought down substan- 
tially to Novenilier 1. so that as much light as practicable may 
\^e thrown upon the workings of the new currency and upon the prog- 
ress that has l>een made upon its inauguration. 

Mr. E. ^V. Kemmerer. who was an instructor of economics m Pur- 
due University, at Lafayette, Ind., and had made a special study of 
finance and currency, has been brought to the islands to aid in the 
establishment and maintenance of this new system, and was duly 
appointed to. and now occupies, the position of chief of the division 

of curreiicv created hv the gold standard act. i • i 

The opiiiion is confidently entertained by this office that no single 
step has been taken since American occupancy tluit will ultimately 
redound more to the business interests and prosperity of the islands, 
of its people and business men, than the successful inauguration or 

the new system of stable currency. 

It is not to be anticipated that the new currency or 
currency can immediately supplant the use of the old. The J 

t 1 silyer commences again to fall in value the intrinsic value of 
lie oxistiiis local coins .lin.inishes, ami the more aesiniblc 
for the use of the exnoiter ami the lai-<re purchaser 
Uve bor or buys na'tive connnodities. Selliug ^ 

eign markets of the u'ork 1“ I J^'temeciStoJ 

which he receives will enable him to pmehase moie Ljties in 

'oin with whicli to pay his employees or to purchas ^ 

the interior. Tl.e hah.tnal pnee of /it change in the 

fixed in local currency, is not A Jj'i , w„vs he advan- 

world value of that local currency: so ‘>'■'*1^ mentioned to make 
tageons to the class of pmchastis an 1 • P , j j jp,,. om., mid 

of the cheaper currency f > legislation, meas- 

it is difficult to provi.le,ox<n.tV c^'tct m f 

ures that will prevent "'.'cb tme, to a cuta • eommerce of 

coins. It is not certain that it 's f re 


rety didvit'u tt’go"ot has Jtle 

Such local currency as may of special contracts pa 

ont. and till not be money in any tec 
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sense of that term. It will be a commodity pure and simple. ' It will 
not be a case of poor money driving out good money, be(*iiuse the only 
money will be good money. Nor is it feasible for (he new coinage to 
be driven out to other countries by the local currency, because the 

is not a coin in circulation in other countries, 
lilable only for reexportation to the Philippine 
Islands, or for bullion, and for bullion purposes it will not bo worth 
its current value in the Philippine Islands, unless the market price of 
.silver should increase to a very marke<) d<‘gree and for a miicli largei* 
percentage tlian ai)pears within the range of ])rol)al)iIity. On the 
whole, it seems now almost certain that (be new system, with a uni- 
form gold standard, will be the actual basis throughout the Piiilip- 
pine Islands and in general ust* therein within a comparatively few 
months. 

It ought to be remarked that, since tlie Philippine (lovermnent has 
announced that it is out of the market for the jmrchase of silver, the 
market price of silver has gradually falUm, owing in purl to that 
announcement. At the same time the outtlow of Mexican dollars 
from the islands has aubstantiallv ceased, because it is no longer prof- 
itable for purposes of exportation. It is not impossible that some 
may be imported in the near future. 


Philippines currency 
and will there be avi 


Banks and Bankino. 

• 

Since the last report from this oflice no new hanks have been estab- 
lished in the islands by any governmental authority, nor have new 
offices been opeue<l by American or other foreign hanking institutions. 
The funds belonging to the insular government have been more 
largely retained in the treasury during the fiscal year 1003 than 
before that tiine^ but the funds not so retained in the treasury vaults 
have been distributed between the Chartered Bank of India, Austra- 
lia, and China; the Hongkong and Shanghai Banking Corporation; 
the International Banking Corporation of Connecticut, and the Guar- 
anty Trust Company of New York, at New York and Manila-all 
authorized depositaries for funds of the United States Government 
and for the govormm.nt of thr Philippine Islands. At the close of 

1 M * j year 1903 funds belonging to the insular trea.surv were dis- 
tributed as follows; ‘ 


Where deposited. 

PblUppinos 

currency. 

United States 
currency. 

Local 

currency. 

Ifi5u)ar treasnrT . 


$4,141,301.08 

303,523.11 

745,690.16 

785,840.60 

1,586,878.40 

088,528.99 

ie7,787.aj 
177,7®. 48 

Chartered Bank of India, Anstraiia, and China 



Ouaranty Trnat Co. : 

At New York 

! 

476.839.77 

465.K.V24 

At Manila 

499,787.40 


818,971.98 


The so-called “American Bank ” was oranni^Afl ?i^ £ xr 

mla during the fiscal year 1902, wira^^aTu^^’aptl t/sfo 000 

tton was formed as a corpora Jn by voE?; XaSrErThe 
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Spanish laws, no new general corporation laws having been passed 
by the Philippine Coniinission, and no charter having been granted 
to the American Bank by the Commission. Its status as a legal cor- 
poration is doubtful, in view of the fact that the granting of fran- 
chises is deemed to be an act of the sovereign power, and that the pres- 
ent sovereign power has never sanctioned or authorized the granting 
of any franchise to tlie American Bank, or to any other corporation 
formed after the American occupancy by virtue of existing Spanisli 
laws. 

In the former report from this office a recommendation was made 
tliat Congre.ss be urged to provide for a banking system in the Phil- 
ippine Islands, or specifically to authorize the Commission to estab- 
lish such svstem, with the right to authorize the is.sue of bank iiote.s. 
The Congivss has legidated upon the subject of currency in the Phil- 
ippine Islands without providing for the creation of banks of issue. 
It is doubtful whether the recommendation made in the former report 
ouglit now to be renewed. Since the date of that report provision has 
been made for the institution of a wholly new currency system for the 
islands, including the is<ue of silver certificates by the treasurer m 
1‘xchange f«)r Philippine pesos deposited in the treasury for their 
redemption. While the new silver certificates are not legal tender in 
the pavineiit of onlinarv obligations, though they are receivable for 
i)uhlic\lues. and are not* bank notes, nor money in the ordinary .sen^> 



me wuj I IV »» .n, . I 

Hskiiifi for fiirtlii'i- ko'islation iii that ropcct. It is cl 'L 

new sihci- ccrtili.-ati's, (oiipled with a 

paper ciirroiicy whirli is now in riiriilatioii in tlie ‘^-cii'latroii 

tender, tofrether with the anioiint of bank ^ "iXies for 

b" iresent that are needed. It is therefore I 

gross he not asked to legislate at its coining ses.-.ioii in u,,.iu 

establishment of lianks of issue. 

pniiirPiNf: C’cimK.NCv. 

At the d.ate of inv last annual report, SSUiSn’rad 

thiiVa total ill pes.., snhsidiarv of silver 

heen coined and shipped to the j-l;'" ; p,'; ; ' j./e Coiiiiiiissioii had 

!;:;;:;:;:ined that this 

'vonid he'adequate foe the .t/hls pro'e-l the 

ion in the Pliilniinnes. cld^ to the amount of 

acciiracv of the Cominission s estimate, e»i)eciai . 

Spaiiisli-Filipiiio eoins circulation, shipped to 

There have already been eiirreiicv, and re-sliipped t“ 

tlie United States, recoined into the new ciirren .1, 
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the islands and there entered into eirenlation. nr in transit or awaiting 
shipment, a total of 11J23.000 Spanish-Kilijiino pesos, as follows: 


Date. 

! 

1 

IdTOIc'O. I 

j 

1 

Fim*o valuo 

111 S|uinish- 
PUiiHtHMMtr* 
rt'iioy. 

Vahioin PliU ! 
ippini* \ 

ronryatlJro- 
vailinK ratio i 
1 <lnto of 

slnpincMit. 

Valuo in 
UniUnl rttaWK 
<*urien<ry. 


fu\ 

\ 




Nov. U, 1903 
Dec. 11,1903 

Feb. lO.lDTM 

Mar. 15.19W 

Apr. 14,1901 
May 12.1901 

June 13,1901 

July 14. law 
Aug. is.iau 

Sept. 1.1, 1901 

Oct. l.\19(W 
Oct. 31.1901 


Med. pesos .5l0.Ut0.00 

Pesos aiu.ooo.ui 

Med. pesos 1 UJ.fto. 00 

Peseta W.ooo.oo 

Pesos .'Wi.noft.oo 

Med.posos I.Oin.imoo 

Peseta .'W.OOO.OO 

Med. peseta 4,OI«l,(*l 

Pesos 3I0.4O').tl0 

Med. pesos 75.'>,OOft.OO 

Peseta af.oai.W 

Med. peseta S.IOW-.IO 

Mixed ttk.'iO 

Pesos .Va.OUl.m 

Med.pesos {a'.,(W).00 

Peseta 20,000. (l) 

Pesos RIO, 000.00 

Med.pesos flOl.OiW.OO 

Peseta lOo.UOO.OO 

Pesos Hfi.000.00 

Med.pesos WB.OllO.OO 

Peseta 2.*>.fl00.no 

Med.posela 5,000.00 

Pesos H>9,0(W.(O 

Med.pesos B40.000.00 

Peseta Sl.SOO.OO 

Med.peseta 3,600.00 

Pesos 100,000.00 

Med.pesos 325,000.00 

Peseta $.000.00 

Pesos 1.%, 000. 00 

Med.pesos 825.000.00 

Peseta 08. .500. 00 

Med. Peseta 6,500,00 

iQToice not received 

Awaiting sblpmeut 


uin.dii.d) 

Hlt.Ull.UI 


irV'l.TlSi. 13 




Total 


t>l.<KiO,OUIMII 

l,ai>.«ii).()0 

1.102, QUO. Ul 

4:io.»)o.(in 

i.ovi.inj.a) 

950,000.00 

stv.ooo.d) 


‘.MI.Uri.lKI 

l.Oill, 7011.1)1 

1)(I1),II1IIJ.(II 

975, an. 24 
81I),1H)9.09 

9.>0,090.90 

Rn;i,03i>.3o 
454. .545, 45 


11,723.000.(1) 10,.517.77n.l» 


jyoo.Miw.M 

173,lH3.1fi 

707.272. 72 

41).‘.,4.54.rfi 

514,247.7H 

MJO.Rm.OO 

4.54.515.45 

487,010. (K 
195,454.54 

470.545.45 

431,818.16 

227.272.72 


5,2:>8,8S0.59 


10 contain^ in addition to I..566.000 j)psos, 39,490 kilograms of 

saver oasaying l.lfl.31) standard ou^cesnnd 

SThe ^pmout of MarcU 15 contalnotl also burnt silver which os-snyed 463 standanl 


bnr 

the 


ouuced. 


Tlie weight m standard ounces after melting, and the United States 
currency value of the silver contained in the Spanish-Filitiino coins, is 
shown in the following table, covering shipments upon which reports 

have been received, namely: 


Dat« of shipment. 

Face Taluo in 1 
Spanish- 
Filfpinocup 
rency. 

Yield. 

Bullion value 
in United 
States cur* 
rency, 

November 18. 1903. . . 

600,000.00 

400,000.00 

1.656.000. 00 

1.000. 600.00 

1.290.000. 00 

1.810.000. 00 

Standard oz. 
4(fi,ae2.63 
818.K7.10 
1,214,106.84 
848,074.04 
065,813.85 
1,420,125.90 

$288,822.62 

180,782.04 

700,408.18 

480,702.72 

656,011.85 

810,808.40 

February 10, 1904 

March IS loik 

May 12, 1904. 

Total 


6,688,000.00 

5,^7,060.26 

3,015.611,71 


296 


GOLD STANDARD IN INTERNATIONAL TRADE. 


From the foregoin" statement it -will appear the expectation has 
l)ecn realized that the Spanish-Filipino coins would contain so much 
pure silver as to make tlieir recoinagc profitable. l)ecaus(‘ the value of 
the silver contained in these coins would be equal or slightly above the 
market value of bullion. 

Tlie same methods of shipment as described in detail in the last 
annual report liave betuj followed without the loss of a ceiitavo. A 
small sldpment of minor coinage was corroded by water, due to an 
accident in the carrying ship. This slight damage was covered by 
insurance, wliich paid the cost of reburnisliing the metal. 

There has been recoined and returned to Manila from the Spanish- 
Filipino coins sent to the San Francisco mint an aggregate of 
f^7,2T(i,01() in denominations, as shown by statement following, repre- 
senting shipments to October 61, 1904: 


Donominatign. , 

1 

1 

Amount 
ooined in 
pesu)s. 

StABdard 

001)4*66. 

Approx inmto 
cost. 


an.dfw.rtf 

2i.».ai6.iiii 

22».aiO.UU 

5,C?«,C00.(« 

198, m.lh 

|3,2Tl>.OOO.nO 

132,«U.0» 

1].‘>,MW.57 

nu,N36.58 


rentnvus - 

lOcenUvoH 

TotAl 

T.IKC.IIHJ.UI 

1 

' 3,tfir,7Jr>.i5 

* 


Under autlioritv of United States law the civil governor, on the 
23d dav of October. 1903. issued a proclamation -That Mexican 
vilver dollars shall be receivable for publii* dues, at a rate to be i.xjmI 
from time to time bv the proclamation of the civil governor, until the 
first dav of January, nineteen Inmdred and fo'H'-, 
after that date .such coins shall cease to he so 
taken to get in and retire from circulation the 

age bv fixing the ratio from time to time. ^ " ' ’ -nV will Ik* 

utive' order was issued providing that ^ 

ami afU'i- the last-named date ' 7 ,' aa's denmne- 

hullion value." On .lannavy l..lil04. ‘ ^ 7 ,ir„stie 

tized and their furtl.er i.ni.nrtat.on ‘ " tl.e further 

legislation was passe.l. efl.'Ctive O.-tola'r States 

ei?culation of anvthing.hnt the new ' ^ m X on co.n- 

enrreney. Tl.is leg.slatmn '[■arreimv based upon 

inercial paper and bank dcpo^'its i Mexican curi*ency m 

the gold . Stan, lard. Under ''>^'-«,nXn J Tn ‘l^^r m>ar-lw conn- 
the islands found a more fa\oiabh e. i^l.,nds This exportation 
tries and was gradually exportcnl , 1 ,^ to 

was facilitated by “\" Vhe Snanish-Filipino currency 

abnormal conditions h'! eirciihiting currency i^L 

l.as been practicallv a I recoined. J* V T 
therefore, the new 1 ‘hilippine coinap and .sucli mo . 

States as find their way to the islands. ^^^.-ted by cable on the 
On 0<*tober 30. 1904. the civil governor report } 

working of the new eiirreiicy system as follo^\s. 
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Mexican curreucy have been exporled coininercially, and 950,000 
Spanisli-Filipino pesos received by insular government for recoinagc*. 
Have on hand nearly 500,000 Spanish-Filipino pesos for recoinage. 

T • k A • k A A , • ^ ^ V ^ ik^Akkikl «>a. ka* \ ..1. ..... .. . ^..1^. 


Increase of actual circulation new coins for October approxinmtelv 
1,300,000 pesos. 

“ Every bank in Manila published notices refusing to receive old 
irrency on deposit after September 30. Railroads receive no ohl 

..A XT 1 . tf»i «.• • . .* 


CUl 


currency at any price. Nearly all accounts of banks throughout the 
islands have been reopened in the new currency. Ihinking business 
has called in its old notes; issued new ones baslul upon the new cur- 
rency. All new contracts are iK'ing made new currency. 

“ Rnsiness throughout the archipelago conducted now mainly on 
new basis, banks and large dealers (cooperating with the government. 
Very little old currency left, and existing taxing j)rovisions will 
eliminate that by January 1 lu'Xt. The gold standard is an estab- 
lished fact and now meets approval of the entire public. Husiness 
conditions much improved.” 

On the date of this rei)ort there are in the islands 24,024..520 new 
Philippine pesos, of which ^1.5,9(53.0-13 are in actual business circula- 
lion. The balance is in the treasury, banks, or in the hands of dis- 
bulging officers. The above I*=ir>, 9(53, 043 of course includes the silver 
certificates, of which f*=7,230,000 are in circulation. 

The various steps taken by the civil government to gain this result 
^ere met by violent opposition and predictions of inevitable disaster, 
inade to the government ofiicials both in Manila and '\Vashin<non but 
m every case, as soon as definite legislative action had been taken, the 
atmosphere cleared, and the business interests commended, bv acqui- 
es^nce and co()pcration, the action of the government. 

Tii act was passeclby Congress April 3, 1903 

htlippme peso was placed in circulation July 23, 1903’ 
Since that time the Government has eliminated thirty orTortV mil- 
lions of debased curmicv and cuKefifnfo^i u .. i \ 


f 1 v; iiivi&ttuQ. jji uie iiiinuR oT and 

S? ol'r woriT " 


Sn.vER Cebtificates. 


In the last report it was shown that the followin.. amounts of sJI™.. 

SSS £ 


**2,000,000 In 2’s. 

4.000. 000 5n 5’s. 

4.000. 000 in lO’s. 
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Since November 1. 1003, there have been forwarded additional sil- 
ver certificates ag^rre^atino; 7,080,000 pesos, making a total issue to 
this date of 17.080.000 pesos of denominations as follows:® 

Pesos. 

2-peso certificates 2,330,000 

.Vpeso certificates. 4] 050! Ooo 

10-peso certificates 11.000.0(X) 

Orders have boon placed with tlio Bureau of Engraving and Print- 
ing for an amount which, with the above total, will aggregate 
“jO.OOO.OOO pesos in value, and there are still duo from said department 
for deliverv to the insular treasurv the following certificates: 

Pesos. 

2-peso certificates 070, (KIO 

I»eso c'crtifij-ates , 1, 350,000 

Such shipments of certificates have boon insured in each instance, 
and the e.xjienditures that liave been incurred in connection witli their 
preparation and shipment have heen paid from Philippine revenues 
by the disbursing ollicer of this Ibirenii as follows: 


Date of 

1 

Forwunltnl on trau^imrt— 

1 

iPeso value. 

rnsnraDco. 

Total cost. 

preparing. 

Fc-b. 20.1flW 
Ai)r. :«), 191H 
May aj,l«U 
19iH 

Shormun 

Thoina-s 



1 

s.ato.ooo 

i.oni.au 

I.IKII.UUO 

uoo 

$31.25 
25.0) 
31. St 
31.25 

1,471.10 

3,U78.«) 

$3,787.49 
1,496.19 
2.11I7.H2 
3, 109. 28 

Sbomaii 

Tola) 


118.75 

1C,:«1.83 

)u.r><i).*v 

1 


. _ . 


at present only the largest denomniation tnat tne act 01 v » 1 - 

tlidiizcs-iia.iiVlv. lO-pi'X) nTtilicates-are 111 (ll■l^all<^ and a so tlia 
it is verv dnsiial.lo that Congressional anthority U- seenred to iss i 
larger denominations. This reeonin.endation was .‘'■o"? ‘ 
attention of Congress and has insulted in the following piousioii 

for a coinage system in the ^ Heu thereof 

read as follows: . T^l-mds is liei’cbv an- 

n s,x-. S. That the treasurer of the ^ silver 

thori/ed. in his ’o be coined, at the treasurv 

cins of 1 peso autiior.zed I ns hninches, in sums of 

of the goveriiiiieiit "f ^Iver vertilieates therefor ui 

denominations <>f liss tli. - . (,.,..isurv and held for the puv 

so deposited sliall be retained in e other purpose 



iiiav be eouuted as a iiart of its la« fid ^ 

„r tne .0,<X«,«)0 pesos has 

Kbipped. 
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Redemption of PHrLippiXE Sii-ver Certificates. 

In August last the Treasury Department stated they were con- 
stantly having Philippine silver certificates presented for redeinplion. 
As no provision had been made for the redemption in the United 
States of Philippine paper money, the civil governor was communi- 
cated with and authority obtained so tliat such silver certificates 
might be redeemed through both of (he depositary banks, charging 
sucli bills against the gold-standard fund on deposit with the bank, 
transmitting monthly by registered mail the certificates to the insular 
treasurer at ]\Ianila. 


Temporary CERTmcATES of iNnrirrEDNEss. 


amounting V,.. an, Itim lUtiiUimg i, 

was for the purpose of establishing a continuing creclit for the pur- 
chase of silver bullion. The proceeds of the sale of the second issia*, 
maturing September 1. 15)04, was for the maintenance of the parity. 

On October 10, 1003, the Philippine Commission passed an act con- 
stituting a gold-standard fund in the Philijiiiine treasury, in the fol- 
lowing language : “An act constituting a gold-standard fund in the 
insular treasury for the purpose of maintaining the parity of th<* sil- 
ver Philippine peso with the gold-standard peso, and organizin*'’ a 
division of the curmney in the bureau of the insular treasury throiTgli 
which such fund shall ho maintained, expenditures made therefrom, 
and accretions made thereto, and providing regulations for the ex- 
change of currencies and for the issue and redemption of silver 
certificates.” 

The first section of this act reads as follows: 

“Section 1. All funds in the insular troasui’y which are the nro- 
ewds of the certificates of indebtedness issued mider and hv authority 

Congress ontitlccl ‘-An net to 'estnblisli a 
standard of \alue and to provide for a coinage system in the Philin- 

approved March second, nineteen hundred and three 
all profits of seigniorap made by the insular government in the i)ur- 
chase of lJ«nion aiul the coinage therefrom, and the issue of Philin- 
pme pesos and the subsidiary and minor coins, all profits from the sale 

nnd c'f *"^"*«*‘ between the Pliilippine Islands 

Y^***^*^®*?^*’^ >nade for the purpost' of continuing the parity 

vencj for tlVLTaiX"^^ crstHute aynaTat^and V'usT 

pme peso with the gold-standard peso pro^dedUthe sahl n^-t 
gre^, approved ifarch second, ili^ineteen hSed and 
fund shall not be used to pay any exnensp<? nf S! • i 
or to satisfy any of the government 
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which aro incident to tlie transportation of such money to the Phil- 
ippine Tslaii'ls from the place of coinage, to the putting;: of money into 
circulation, includiii" the preparation and issue of silver certificates? 
and to the cai*rvin«j: on of such financial transactions, by exchange 
and otherwise, as mav l)e authorized bv law to maintain the circula- 
lion of the eurrenev prt)vided for in the said act of (\>ngress ap- 
proved March second, nineteen hundred and tliree. and the subsidiary 
and minor coinaire provided for by s-aid act and bv an act of ('on- 
gross entitled “An act temporarily to provide for the administration 
of the afl'air^ of civil government in the Pliilipjjine Islands, and 
for other purposes," approved July first, nineteen hundred and two, 
and to the maintenance of the parity of value between the silver 
Philippine i)eso and the subsidiary and minor coins, the coinage of 
which is provided for by the acts above mentioned, and tlie gold 
peso, which by tlie act of Marcli second, nineteen hundred and 
three, is made the standard of value in the Philippine Islands: 
ProridciL That whenever the public interest permits there may be 
withdrawn from the gold-standard fund such amount as the Philip- 
j)ine govei-nment may deem proper to pay the principal and interest 
of alh or any part of. the certificates of indebtedness issued under 
section six of the said act of Congress of March second, nineteen 

hundred and three." . . 

The proceeds of tlieso two issues, together with the seigniorage, con- 
stituted a gold-standard fund. . 

In February of this year the civil government of the 1 ippine 

Isliin.ls adviswl tli<- \\‘ur D.'pin tmont l)V c-nble that tlie I 
Ciiniinissiiiii coiisiileivil it lulvisahle to ta ;c iii) the liivt isMit of lii 





lation.'’ 

Bid 

of the 

the ell... . - . 

'idd^s^e Wils otersiihscrihed ten times. 

“‘n'lese certificates. 

numbered serially froni GOOl to issue ot 

The total proceeds ^ 1, 1!1W. 

certificates, mimhered from ’ 

off hv the proceeds of the last sale of ceitilicatcs. 


■e each foe 

of 


GOLD STANDARD IN INTERNATIONAL TRADE. 


301 


On the 7tli of July, 1904, Governor Wright advised the War 
Department by cable that although the Philippine goyernment copld 
without embaiTassineiit pay off and retire second issue maturing 
September 1, 1904, it was thought w’ise to make an additional one for 
that purpose. The Secretary of tlic Treasury autliorizecl tlic same 
statement as to their recognition as with the last nreceding issue. 

The same method as heretofore was followed in tlic sale, and in 
the presence of biddei's, on October 22, 1904, when the bids were 
opened it was found that the bid of $101.41 by M. L. Turner, of 
Oklahoma City, Okla., was the most advantageous, whicli was accord- 
ingly accepted, and, with interest considered, plac*ed the bonds on 
nearly a 24 per cent basis. This issue was oversubscribed nine times. 
These certificates were numbered from 9001 to 12000, and of the same 
denomination as formerly. 

The proceeds of the issue, $:l,042,300, were deposited with the insu- 
lar depositary in New York City and were used to pay off the second 


issue. 


At the time of the sale of these two issues the money market was 
what is called “easy” or “a soft bond market.” Expert financiers 
anticipated that the Government could expect but a very slight 
premium, if any, and the sale was therefore gratifying to the Philip- 
pine government and hardly to be anticipated by the state of the 
money market. It was due not only to the credit of the Philippino 

f overnment, but also to the recognition given by the United States 
'reasury Department. 

Philii*pine Land (Friar) Purchase Bonds. 

In the past year the negotiations for the purchase of the so-called 
rnar lands had resulted in contracts covering upward of 410,000 
acres, at a price of $7,239,000 gold. 

In the act of Congress approved July 1, 1902, the following provi- 
^ issue of bonds for the purchase thereof apiiears : 

Sec. 63. That the government of the Philippine Islands is hereby 
authorized, subject to the limitations and conditions proscribed in this 
act, to acquire, receive, hold, maintain, and convey title to real and 

exSef^ Tf real estate for public uses by the 

exeicise oi the right of eminent domain. 

hereinbefore conferred in section sixty- 
Imee may also be exercised in respect of any lands, easements, appur- 
tenances, and hereditainents which, on the thirteenth of August 
eighteen hundred and ninety-eight, were owned or held by as^Scia- 
tions, corporations, communities, religious orders, or private individ- 
uals m such large tracts or parcels and in such manneras in ^ 

or me people of the Philippine Islands. And for the mirnnoA 
providmg ^nds to acquire &e lands mention^ in th s sSion sa?d 
government of the Phippine Islands is hereby emp^ered rinciir 
indebtedness, to borrow money, and to issue Lti £ IIii + ^ ! i 
than par value, in gold coin of the United StjiLc 
ard value or iL eWalent b vUue 

^ch terms and conditions as it may deem hJt f islands, upon 
bonds of said government for such Lount as may®te ne^ar^S 
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Itoluls to bo ill (lononiinntions of fifty dollars or any multiple thereof, 
boariii" intoiv>t at a rate not exceeding four and a half per centum 
per annuni. (layablo ijuartoHy. and to bo payable at the pleasure of 
said govornnioiit after dates named in said bonds not less than five 
nor more than thirty years from the ilate of their issue, together with 
inlerot tlieroon. in <rold coin of the United' States of the present 
standard value or the e(|uivalent in value in money of said islands; 
and said bonds shall be exempt from the payment of all taxes or 
duties of said <mvernment. or any h)cal authority therein, or of the 
(loverninent or the United States, as well as from taxation in any 
form by or under State, municipal, or local authority in the United 
Stales or the Pliilijipine Ulands. The moneys which may be realized 
or received from the i>sue and sale of said bonds shall be applied by 
the Government of the Philippine I>lands to the acquisition of the 
property authorized by this section, and to no other purposes, 

*’ Sue, (»."). That all lands accpiired by virtue of the precediu" section 
shall constitute a ])arl and portion of the public property of the gov- 
ernment of the Philippine Islands, and may be held, sold, and con- 
vi'ved. or leased temporarily for a period not exceeding three yeai*s 
after their acejuisition by slid government on such terms and condi- 
tions as it mav prescribe, subject to the limitations and conditions pro- 
vided for in ibis act : l*r<i>''uh(K 'I'hat all deferred payments and the 
intere>l thereon shall be payalile in the money prescribed for the 
payment of princijial and interi'st of the bonds authorized to be issued 
in jiayment of said lands by the jireceding section, and said deferred 
jiaym'ents shall bear intm-ot at the rate borne by the bonds. All 
moiK’VS I’ealized or receixed from sales or other disposition of said 
lands or 1)N’ reason thei'eof shall constitute a trust fund for tlie ]>ay- 
ment of pi'iucipal and interest of siiid bonds, and also constitute a 
sinkiiiG fund tor the payment of said bonds at their maturity. Ac- 
tual settlers and occupants at the time said lands are acquired by the 
government shall have the preference over ail othei-s to least*, pur- 
chase. or ai-qnire their lioldings within such reasonable tune as maj 

be determined by said government.’ _ 

About tlH‘ IStl, of intw. the c-ivil frov,TMor of tl.o Ph - 

pine Islands ,iotiti,Ml the War Dcparlnioid of the ‘ ; 

!|uest'i(.n of issuance of llonds, what kind they 
,l,,„„„inations. and (ha various dota.Is as to fj, 

,non(. intorvst, an.l all other h-l 

inciit and sale was (alien ii|) in , j .. , \||'(|ip experts of' the 

" ;i3 s Site 

Registered bonds were ! linreau of Insular Affan*s. 

to open a separate registering office Register 

if the Philippine 
Office of the 'href 

on the request of the . - • • . 

as well as the payment by the Ireasurer of the interest 
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the method l)eiiig to (rnnsfer, tlirough the disbursing oflitTr of this 
Bureau, to the Treasury Department the amount of Philippine money 
that neeessar}' to meet these payments. In coming to this con- 
clusion it became necessary for tlie Secretary of the Treasury and the 
Secretary of War to ask tiie opinion of the Attorney-tieneral as 
to the construction of certain language of the al)ovo section, wliich 
opinion is embodied in the appendix. 

The Philippine government limited the issue to .$7,000,000, since 
the indications \Yere that tlie premium would easily cover the addi- 
tional contract amount. 

Accordingly, on December 80. 1008, a circular was issued announc- 
ing that the iDonds would be dated February 1. 1004. bearing interest 
at 4 per cent, payable quarterly, redeemable at the ]>leasure of the 
Philippine government after ttm years, and payable in thirty years 
after date of i^ue in gold coin of' the United States; both principal 
and interest being payjible at the 'I'reasury of tlie United States; tliat 
the bonds would be registered ami transferable at the oflice of the Reg- 
ister of the Treasury; that they should be in denominations of $10,000 
and $1,000 in proportion to suit the purchas(*r or purcliasers; that 
bids would be opened January 11, 1004, and delivery of interim certili- 
eates made February 1, 1004, for which tiic engraved bonds would be 
substituted later. 

Tlie Secrotarv ()f tlie Treasury aiitliorizod tlie statement — 

*lhat the Philippine land-purchase lionds will be accepted at par 
as security for deposits of public money, should further deposits he 
made; and may he substituted for (loveriiment boiuls now held as 
secMiritv for deposits on condition that tlie Government bonds thus 
rclesised be used as security for additional circulation whenever, in 
the judgiiiGiit of the Secretary of the Treasurv, it is desirable to stim- 
ulate an increase in national-bank circulation ” 

Tliis circular was given the widest publicity in the United States 
and in Manila. Mlicn the bonds were opened on January 11, 1904, 
they were found to contain, in all, tendei’s for $33,287,000. * 

Fifb V was found to be the joint one of Harvey 

York'^of 07 w'/ i*- '' National City Bank of Now 

lork, of W0(,5( ( for the entire $7,000,000, and they were accordinirlv 

nZ: M.'’ “ rn''*!-., ’''i® "•»« |53o!Sorwhf oil 

rt thnn justified the decision to limit the issue to $7,000,000. 
taiT^ irthTilnifer^ deposi- 

eluTlel'"ThZMTevif‘?hrR“r 

J^nteres, formerly the property o"f the iecSsSiuTe’ ^hUip- 
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Likewise the survey of the estates called Sociedad Agricola de 
Ultramar have been accepted by its repi’esentative. This includes 
the former estates of the Augustinian order in the Philippines, com- 
I>rising some IS ditferent haciendas or estates, of which the purchase 
|)rice was some $2,212,404. Two million dollars of this amount have 
lieen transferred from New York to London, in accordance with and 
awaiting the demand of its representative, and the balance was paid 
in Manila. 

In the case of the Philippine Sugar Estates Development Company 
(Limited), comprising the lands formerly owned by the Domican 
order, a joint survey of several of the haciendas, which the govern- 
ment survey had shown to be short to the amount of the value of 
several hundred thousand dollars, has been requested by the govern- 
ment. Again, questions have arisen as to the titles of the large 
haciendas of Bifian, Santa Rosa, Santa Cruz de Malabon, together 
w’ith a portion of Lolomboy. 

It is the opinion of the government attorney who examined the 
titles tliat the title was in a separate and indei>cndent foundation, 
which liad never joined in the conveyance. The amount of the pur- 
chase price aggregates $:L<)71,()57, to*bt‘ definitely determined accord- 
ing to the resurvey. , , 1^1 

Pav for that part of these estates as to which there is no doubt has 

been oliered, as well as a proposition to bring the titles in dispute 
before the courts. The government is anxious to gam complete pos- 
session of these lands to parcel them out, not only in order that the 
transaction sliouhl be completed, but also that the land may be e.iiniii^ 
legitimate revenue for the friar land fund. 

Depositaries of Philippine Funds. 

Tho Guaranty Trust Company and i^l'x^rVork! 

poratiou rmnain the two an<l "> 

The latter hank maintains a b;.»nch omci i ^ 

Manila. The same two Bank of India, 

Shanghai Banking Cor), oration, and u 

Australia, and Chlna-^oiitinue as '>‘‘1 V" Us " i he American 
funds. All such funds are *cnml ^ Wposit Com- 

miies have al.so voiitrncts 
moneys, 


S ‘iv dVmpany of New York and the iMdeli 
miiv of Alandand. These two surety compaiii 



The following statements « hkIk , f ,,,,i govern- 

in the United States as 
ment of the Philippine Islands . 
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Statement of the account of the Ouaraniy Trust Company of New York in account 
with the civil goverinncnt of the Philippine Islands^ October SI, 1904. 


Debtor. 


Bataoco Oct. 31. im 
Gold standard 

fund 

CoD^esBional 
reUof fund.. 


Deposits: 

Treasurer of the United 

States 

Land purchase bond ac* 

count 

CortiDcates of mdebtedness. 
Proceeds, sale proof coin setn. 
J. 6. Jester, disbursing 
agent 


agei 

C. H. 'Whipple 

American National Bank. 

Kansas City 

M. L. Turner, bond award. . . 

Cash for drafts issued 

Auditor for War Depart- 

mout 

Superintendent of mint 

I^iludelpbia 

Snperintendent of miut.San 

Francisco 

Interest on deposits 


$3.^,037.30 


«,t«).ft«.77 

irio.rxjo.oo 

6,Ul7.7:i0.U) 

7,4Vi.OO 

140.010. 4H 
0 

:iO.O(KtOO 

l,13S,352.a» 

58.38 

13.782.95 

8,Cfll.82 

183.S;iO.OB 


10, 753. 800. 07 


Balance Oct ?I. i0(« 4,787.601.08 


Creditor. 


Withdmwals: 

Imsiilar troosuror's tranafor 

drafts 

Transferred to London on 

friar lands ai'CouDt 

Treasurer of tlio United 

States 

James O. Jester, disbursing 
agent, Washington, D. C. .. 
Carson Taylor, disbursing 

ortlce, exposition lx>ard 

M. P. Healy, disbursing 

oltlco. exposition iKxird 

•T. 8. Manning, disbursing 

ofllco, constabulary 

Tbos. Hardeman, disbursing 
ofllco, honorary commis- 
sion 

Balance duo the insular gov- 
ernment— 

Friar lands 
l>oQ(lfun(l 
Gobi stand- 

• ardfuud. 2.141,198.67 
General 
fund 880,164.94 


$3,896,A53.89 
2, 0(1), rw. ID 
70,(Il0.tI) 
8,590,000.00 
TO, 400. 22 
0,(11). 00 
% 36,80;{.78 

00 . 000.00 


4,787,001.68 


19,753.800.07 


Stafemeni of the account of the International Banking Cot'p wation at 
tngion, D. C., in account with the civil government of the Philippine Isi 


Wash 
Islands. 


Debtor. 

Creditor. 

Deposits: 

Treasury of tbo United 
States . 

S4,U'>,18T.00 1 
10,000.00 

i 2 faw T7 

Withdrawals, J. G. Jester, dia- , 
bursiiig agent. Wasbington .. 

$443,000.00 

United States Quartermas- 
ter's Department 

^IlscelUneons roccipta and 
refunds 

OBiADco QUO tno insular gov- 
ernment: 

General fund. $131.550. 
Friar lands 
bond fund.. 3,060,343.07 


Proceeds from damaged fiO 


3,797,809.93 

note received from treas- 
urer, Philippine Islands . 
Interest on dcnoslt.s 

f 

20.00 1 
83.024. 10 [ 






4,240,889.9:1 , 


4,240,800.93 

Balanco Oct 31, im 

3,797,890.93 






% 1 'V''’® ‘i*? realize, 

t ^ purchase, or friar bonds, was equally dividec 

1 States at the rate of 3i pe‘ 

about ^jSne 02 “'u ‘''® whid 

was aDout June 22, 19(H, the banks represented that thev were no 

Payiiig that rate of interest thereafter on accent of tin 

Ihe^a money m the market at that time, as well a- 

™6nt on call by the Philippine gov 

“^rdfngV “"d T inte^res, 


S. Doc. 128, 58-3 ^20 
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The unpaid balance of the so-called friar money is on call with the 
Guaranty Trust Company at 2 per cent and with the International 
Banking Corporation at 2^ per cent, under the condition of fifteen 
days' notice of withdrawal. 

For the same reasons the interest on the gold-standard fund with 
the Guaranty Trust Company was reduced from 3^ to per cent, the 
relief fund from 34 to 24 per cent, the Treasurer's general account is 
2 j)er cent with both the Guaranty 'J'rust Company and the Interna- 
tional Banking Corporation, being reduced from 3 per cent, and the 
funds to the credit of the disbursing agent of tliis Bureau is 2 per cent 
with both banks. 

Intercut on Philippine funds deposited u'ith the Guaranty Trust Compunyof yeie 
York and the International Bankiny Corporation. AVic York (also Washington 
branchj. October /, IHOJ, to Septend>er -lO. itm',. 


Fund. 

(inaranty 
Tnist Vo. of 
New York. 

1 

1 CarponitiiM). 

1 

Total. 


»,0U').4« 

?T7.2iK.:i) 

1 

l.Kll.i:* 

:i.!ee,;n 

$148,36.:: 

'i\ 1K>.4I 
it'.aii.SF 

n, f)i6. 4« 


DisbureiiiC agent, Pbiliiipino reveiiues 



KMC4,Hi| 2»K!,.VU.5!1 


NoTE.-Intorest on dL,bnr.inB .Bonfs tun.ls is .TcdUcl to 

METHOD OF TKANSFF.R OF FCNDS ItETWEEN THE I'NITED STATES AND THE 

rillLMTlNK ISI.AND.s. 

The |Told.stRndnTd act I-vidos th.U .1^ insuh.Mr.,.,Ty 

Philippine otT , I" ' sfuoo. ■.■x.-l.tH.E.' ntoons. the 

sums of not less than 10.00 m- piviuium (»f three-(iuar* 

gold-standard fund, charging ,fK -iml 1' percent for telegraplnc 

Fer. of 1 per eenl for detnt.nd -''■^ '7 net, the secro- 

transfcTs. Utider the philipititit- IdtHi'Is htis l.iit recontlv 

i;sr r?:* iS 



deposit with the ^7 -'7'^ '‘<^;;;\lep;.Tt..t...,ts- tledre to tfans- 

taking advantage of the Bat an* * • bureaus from the 

fer I’nited States * ,‘),^.tIiod being followed is to 

United States to the I bureau desiring transfer and 

notify tlie civd governor b^ the Philippu.e Islands 

tl.e amount to be The* Bldlipidne treasurer, wl e 

as deiiusitary of the United ...jbie the Treasuivr of the 

that has Ix'en accoinplishe(i. mpount to such Phihp- 

TTiiited States, who in turn transini s < I - ^ Vurk, and then the 
pine depositary as this [fn. pidlippii.e Islands is sub- 

P^ihe the THbisnECF of the UtHted states. 
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<1 

a. 


AN ACT rXo. 10421 I'’OR TIIR PURPOSE OF MAINTAINING TUB PAR- 
ITY OF THE PHILIPPINES (’URRENCY IN ACCORDANCE Wnil 
THE PROVISIONS OF SECTIONS ONE AND SIX OF THE ACT OF 
CONGRESS APPROVED MARCH SECOND, NINETEEN HUNDRED 
AND THREE, BY PROHIBITING THE IMPORTATION INTO THE 
PHILIPPINE ISLANDS OF CERTAIN KINDS OF COINS. 

Bf/ authoriti/ of the I'uitef} iS/rt/r.v, he if enaefed Inj the Philippine 
Comminnion^ that : 

Section 1. The i m port n lion into the Pliilippiiio Tslands of Mc.xi- 
can currency, Spanisli-I'ilipino currencv, or any otlier metallic cur- 
rency which is not upon a ^ohl Imsis, is herehy prohibited ; and any of 
the aforementioned currencies which are iinported, or of which’ the 
importation is attempted, contrary to the provisions of this act, shall 
be liable, to forfeiture, under due process (»f law. tbe bullion value, in 
terms of Philippines currency, of oiic-tbird of the sum so forfeited to 
be payable to the person upon whose information, ^iven to the proper 
authorities, the seizure of the money so forfeited is made, and the 
other two-thirds to he payable to (lu* Philippine jjovernnient, and to 
accrue to the gold-standard fund: Prorided, 'I'bat monev aotuallv on 
shipboard in transit to the Philipjiine Islands, and for which hills 
of lading have been made out on or prior to the date of the passajre 
of this act, shall he permitted to enter: And proridid farther. That 
each hrst-c ass passenger shall he permitted to bring into the Philip- 
pine Islands of the aforeinentioned currencies not exc(*edin‘»‘ 

in \alue fifty I hilippine pesos; each second-class passenger a sum 
not exa-cding twenty Philippine pesos; an.l eael, lliinl-ci.rss passen- 
gei^a sum not exceeding ten IMiiIipjiine pesos. 

bEC. 2. The importation or (he attempt to import any of the said 
cun^nc.es con rary to law is hereby declared a eriminal’olfense pun 

^ of said currencv as above i>ro- 

uded, b\ a fine of not more than ten tlumsaiul pesos oV imprisomneiit 

for a period not exceeding one ycitr, or both, i,\ th, discretion of the 

of «:o‘ion one of this act shall Ik'. enforced 

Sec. 4. This act shall take effect on its passa<»-e. 

Enacted, January 14, 1904. ^ 
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4. AN ACT (No. 104:')) FOR THE PURPOSE OF PROVIDING REVENUE AND 
OF .MAINTAINING THE PARITY OF THE PHILIPPINES CURRENCY 
IN ACCORDANCE WITH THE PROVISIONS OF SECTIONS ONE AND 
SIX OF THE ACT OF CONGRESS APPROVED MARCH SECOND, 
NINETEEN HUNDRED AND THREE. BY PROVIDING FOR THE PUR* 
(TIASE OF MEXICAN DOLLARS AS BULLION. BY IMPOSING A TAX 
UPON WRITTEN CONTRACTS PAYABLE IN CERTAIN KINDS OF 
CURRENCIES. AND BY REQUIRING THE PAYMENT OF A LICENSE 
TAX BY ALL PERSONS. FIRMS. OR CORPORATIONS CONDUCTING 
THEIR CURRENT BUSINESS. EITHER WHOLLY OR IN PART, IN 
SAID CURRENCIES. AND FOR OTHER PURPOSES. 


/>// aufhorit}j of the United States^ he it enacted hy the Philippine 
'(>//! mi-'i-'<ion. that: 


Skc. 2. The secretary or tiiiance and justice is nercoy aiunoij^fu, 
whenever in his jiulgnient the public interest ina}’ require, to direct 
tlic insular treasurer and all provincial and municipal treasurers 
to purchase Mexican dollars as bullion at their bullion value, said 
value to be determined from time to time by the insular treasurer, 
with the approval of the secretary of hnance and ju.stice. The cost 
of the liulhon so purchased shall be a proper charge apmst the gold- 
standard fund, and the money coined therefrom shall accrue to that 

3 Whenever anv contract, debt, or obligation, payable by (he 

evidence as to the real and '-a u n ^ ,vi- 

currency na.ncd in the f its value in neigh- 
dcnce of the local . j jIjp gj-p-jt markets of tlie 

boring countries as ‘ ,u‘cessarv to determine 

world. Its "^AjVirlnd value, whether affected by the pro- 

its trui‘ value. The local . pnrreiicv or bv other causes, shall 

hibition of the importation - of the judgment to ^ ren- 

not be conclusive evidence of indf^ineiit thus rendered shall 

in such _ 

11. ... ^1v1 1 ^ 1 1 


the preceding section, i m the ett ^„,rency 

liflSiii =“ 

those made subsequent tluneto. bill of exchange, and e^er 

«. Kvery <-hocU, ■>->!<:• - i in local currency and 

contract whatsoever, payable « holly oi 1 
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drawn or made upon, or snbse<juent to, October first, nineteen hun- 
dred and four, shall bear upon its face an internal-revenue stamp or 
stamps of a face value in Philippines currency to the amounts herein- 
after provided, said stamp or stamps to be properly canceled at the 
signing of said check, note, draft, bond, bill of exchange, or contract 
with the initials of one of the parties thereto and the date of tin? 
transaction. The rates of the stamp tax required upon every <'heck, 
note, draft, bond, bill of exchange, and upon every written contract 
whatsoever, payable wliolly or in part in local currency, exc<‘|)t as 
otherwise provided in this act, shall l>e as follows: 

(1) An ad valorem rate of one per centum levied in Philippines 
currency upon the face value in local currency of each aforemen- 
tioned instrument drawn or made during the month of Octobei*, nine- 
teen hundred and four. 

(2) An ad valorem rate of two per centum levied in Philippines 
currency upon the face value in local currency of each aforemen- 
tioned instrument drawn or made during the Inonth of November, 
nineteen hundred and four. 


(3) An nd vdorem rate of three per centum levied in Philippines 
currency upon the face value in local currenev of each aforemen- 
tioned instrument drawn or made during the ‘month of December, 
nineteen hundred and four. 

(4) An ad valorem rate of five per centum levied in Philippines 

currency upon the face value in local currency of each aforemen- 
tioned instrument drawn or ma<le suhsetjuenl to i)(*cemh(*r thirtv-tirst, 
nineteen hundred and four. * ' 

Provided., That the aforementioned tax shall not he collected upon 
the following: 

(а) Checks, drafts, or bills of exchange drawn against a deposit 
of local currency and made payable to a pei'son, linn, or corporation, 
or made payable to a hank and used in the imrchase of a draft or bill 
of exchange payable to a pei-son, firm, or corporation, in settlement 
either wholly or in part of a bona fide specific debt payable in local 
currency by the depositor and contracted in writing or i-educed to 

of October, nineteen hundred and four. 

(б) Checks, drafts, or hills of exchange payable in local currenev 

lx n ^ ^ * payment of a bona tide specific debt 

In in writing or reduced to writing 

puor to the first day of October, nineteen hundred and four ^ 

c) Deposit receipts, or other evidences of deposits of local cur- 
rency, given by a bank or other corporation or person to any pei-son 

w?n; Hx of local currency, in aloKl 

i! P*;«''>s»ons of this Act, and for the purpose of n^v d 1 

W payment of bona fide specific obligations payable in 

/5\ I October, nineteen hundred and four. ‘ 

drafts, notes, bills of exchange, and contracts of nnv 
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currency to the government of tlie Philippine Islands in accordance 
\Yith the provisions of hnv. 

(/) Contracts of any cliaracter whatsoever whose sole purpose and 
etl'ect is the transl'eivnce of a local-currency account to a Philippines- 
currency basis. 

{{/) Checks, drafts, or bills of exchange payable only in a foreign 
country. ^ 

Sec. 7. Every transfer of ownership bv indorsement or otherwise 
after Septemlxu' thirtietli. nineteen hundred and four, of a cheek, 
draft, note, bond, l)ill of exchange, or any contract whatsoever, pay- 
able wliolly (U‘ in part in local currency in the Philippine Islands after 
September thirtieth, nineteen hundred and four, except such instru- 
ments as are specified in subsections («). {h), (c), {<!), (c), (/). and 
{(j) of section six. shall be considered a separate and distinct contract, 
and as such shall require a stamp or stamps. 

Sec. 8. A tax of one per centum per month, payable quarterly, in 
Philippines currency, shall be levied upon the average daily balance 
of each deposit of local currency held after December thirty-first, 
nineteen liundred and four, by any bank, corporation, or individual 
receiving deposits in tlie Philippine Islands, and it shall l)e the dut\ 
of everv bank, corporation, or indiviilual receiving deposits in the 
Philippine Islands, which shall receive or continue local-currency 
deposits after December thirty-Iirst, nineteen hundred and four, to 
furnish the collectiu* of internal revenue, within ten days after the 
lifL'inniiif: <;f .■acl. .inurtei- (.f tlic .■alwKlar year, a stateinei.t of t he 
names ami a<tclresses of holders of loeal-cui'rency deposits hold bj 
them diiriii.' the preeedin- ipiarter, together with he average daib 
balance of each deposit, respectively, for eaeli month of said ipiaite , 
an'i such other int'irinatioi/ as the eolhjtor o 

of the tax from the ,,!;ili,.Lt vmieher for the hank. 

!va!^rab<I!M™m<livid"aiim io tlm proper nse of 


I nfMl-furrencv deposit aner i/r,..-....- . ..yy 

i-‘'‘eeii ''''''‘’‘'''redi^^fallm'EP 
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the drawer or maker, holder or bcneliciarv. and. in case of transfer by 
indorsement, upon each indorser, indorsee, or holder of said check, 
draft, note, bond, bill of exchange, or bank deposit, who claims ex- 
emption, to prove that he is entitled to any of the exemptions pro- 
vided in this act. Xo cheek, draft, note. l)ond, bill of exchange, or 
any contract whatsoever, payable in local curreiK'y, slnill be ex(*mpt(*<l 
from the payment of the stamp tax provided for in sections six and 
seven of this act, unless the contract for which exemption is claimed 
shall be registered with the collector of internal revenue oi' his deputy 
before October first, nineteen hundred and finir, and a certificate be 
attached thereto by the collector of internal revenue or his deputy 
certifying the exemption: and no deposit of local currency shall Im 
exempted from the payment of the tax on bank <leposits as provided 
ill sections eight and nine of this act unless the exemption is obtained 
as herein provided, together with a certificate certifying the same, 
prior to .laniiary first, nineteen hundred ami five. 

Sec. 10. Ei’eiy check, draft, note, bond, bill of exchange, and every 
contract whatsoever which is not propei-ly stamped in accordanee 
with the provisions of this act shall be void, and every person, firm, 
bank, or corporation who gives or receives such check, draft, note, 
))ond. bill of exchange, or contract which is subject to tlie stump tax 
under (bis act without its being properly stamped, or who shall 
receive or Icccp a dejxisit of local currenev or make such a deposit 
without observing the provisi<iiis of this'act, shall be guilty of a 
criminal offense, and shall be liable to a fine not exceeding tfic face 
value in Philippines currency of fiftv per centum of the number of 
pesos of local currency called for in said check, draft, note, bond, bill 
ot exchange, or contract, or of the deposit so kept. 

Sec. 11. (ff) All persons, firms, or corporations who engage in any 
business whatsoever in the Philippine Islands after December thirty’, 
hrst, nineteen hundred and four, and make use of local currenev to 
any extent whate\-er in either buying, selling, or renting goods, p'rop- 

engaging in sucir busineki and 
annually thereafter, in addition to the other licenses now required by 
law, obtain a iconso from the collector of internal revenue in tho 
nanner pivscribed in the provisions of the industrial-tax law for the 
issuance of industrial licenses: Provided, That pei’sons, firms, banks 
or other corporations may deal in checks, drafts, notes, bonds, bills of 
e.xchange, and contracts which are mentioned in paragraphs la) (b) 
(<^)t ('?), (/), and (^) of section six as not subject to a stamp 

s.T.:g 
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Pliilippines currency; and for a license of the fourth class, five hun- 
dred pesos, Philippines currency. 

(c) Each separate factory, shop, store, or other business establish- 
ment, and each separate trade or business whether owned, managed, 
or carried on by the same or difi'erent persons, firms, or corporations, 
shall be considered for the purposes of this act a separate industry, 
and shall require for its legal (‘onduct or management a separate 
license of tlie class provided for in this act. This section of this act 
shall be administered in accordance with the j)rovisions of the ind\is- 
ti-ial tax law so far as those provisions are not contrary to the provi- 
sions of this act. 

{(I) Any person, firm, or corporation who shall use local currency 
in the conduct of liis business without a license and contrary to the 
provisions of this act shall be guilty of a criminal oftense, and shall 
be subject to a fine of not exceeding ten per centum of the license fee 
required Um' his business, in addition to the payment of the license fee. 
Each separate transaction in local currency contrary to law shall con- 
stitute a separate ofiense and shall subject the ofi’ender to a separate 

fine of not exceeding ten per centum of the license fee. 

Sec. 12. Immediatelv upon the passage of this act it shall be the 
duty of the chief of the division of the currency to prepare and have 
published in the principal languages and dialects of tlie 1 hilippme 
Islands an announcement explaining the new Philippines cm leucj. 
and the more important laws and official regulations pertaining to the 
4 of that onrrencv, and tl.o in.-tho.ls p-ovi.lcd for the with.Innval » 
i:::.Unrren,.v from circulation. Co,^cs of tins annonn™nont_.l.all 

be 

liters, ^ 

and shall be posted ...._ 

‘''L^c’"lSis^a4'tall bo administered by the collector of internal 

revenue for the Philippine Islands. 

Sec. U. This act shall take effect on its passage, 

Enacted, January 27, 1004. 

.r, FINANCI.tL SECRETAItY'S ORDER OF NOVEMBER S, l»t. 


;i ^nirenerfrmu circulation. Co, Acs of this annomuement sl.al, 

sent to all tlie in-ovineial governors, pro^•lneIal am 
errniesidents and numicapal councilors of the Ph.lipinne Islands 
d shall be Dosted and advertised as widely as possible tliioiiglioiit 
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Appendix C. 


PANAMA. 

I. LAW PROPOSED IN PANAMA. 


NATIONAL CONVENTION OF PANAMA— MONETARY QUESTION. 

Project approved in the session of March 10. 1004: 

That the order of the day be changed and the following substi- 
tuted: That the project for a law on the monetary (piestion first 
discussed and then passed to a committee of this assembly, consisting 
of a deputy for each province, to examine the project and report upon 
it within fifteen days. Let the immediate jmblicntion of the project 
be ordered. 

Project of a Law Relating to Money. 


The national convention of Panama decrees: 

Article 1. The monetary unit of the Republic shall be the gold 

of equal dimensions, weight, and alloy as the actual gold dSlar 

of the United States of America, divisible in one hundred Darts or 
cents. ' 

^t. 2. The actual gold dollar of the United States of America 
and Its multiples shall be legal tender in the Republic at their nom- 
inal value, equivalent to gold pesos. 

01 tljo'r emission being considered convenient. 

d i 20 pesos, and of equal 

dimensions, weight, and alloy as the actual coins of the United States 

oxpi'essed in dollars. The Executive 

»nd nV " ith regard to the coinage 

flnd emission of njitional gold coins. ^ 

ni^d ^ ^^«otions of the national peso shall be of silver and of 

value, weight, and diameter of the national silver coins 

= ’.s; 

2i grams, with a diameter of 18 millimeters. The ExTci^t 1 si fll 

£ «T3£.'s.riiS:' “» S " 

Art. 7. The national silver coins shall Ka x xi • 

inal value in all transactions; but they sM be S 
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quantity than is absolutely necessary for the conversion into national 
com of the Colombian silver coin actually in circulation in the Repub- 
lic, nor shall new emissions be made. Only the worn-out silver coin'^ 
shall in future be recoined, or the coins of one class may be converted 
into coins of another class. 

Aut. 8 . The Government of the Republic is oblifred to maintain the 
par or equal vjilue of the legal gold and silver coins, and the E.xccu- 
tive is authorized to dictate pr<)vi>ionally — until the ordinary or 
extraordinary meeting of the Legislature— such measures as it may 
deem convenient for the maintenance of the national silver coin at 
its emission value. 

Art. t). The Colombian silver coins actually in circulation in (he 
Republic shall be withdrawn and exchanged for new legal gold and 
silver coins at the rate of 2:^.') pesos of Colombian money for 100 pesos 
of the new money. 

Art. 10. During the conversion into national coin of the Colombian 
silver coin now in circulation in the Republic, they shall continue to 
be legal tender at the rate of exchange at which they will l)e con- 
verted: that is. at 22’) per cent. 

Art. 11. The Executive shall determine the time when the Colom- 
bian silver coins now in cii’culatiou shall cease to be legal tender, hut 
in no case shall it be later than the olst of December jje.xt. After the 
date to be fixed by the Executive the Colombian shall not be legal 

tender anv more. • i. , 

Art. 12‘. The ohlijrations contracted before the enacting of the ])res- 

ent law that are tacitly or expressly payable in Colombian silver com 
(of 0 S:h*) m. Hue) shall be redeemable in national mild and silver com 
at the before-exi>re>sed rate of 225 pesos of Colombian money for 100 

nesos of the new monev. . . . e i 

(nr 13 If the emission of nickel coins for fractions of a peso he 

ilcAed necessary, sncl. coins shall he for the one-hun,lre,lth part of 


liev will be admitted (o the amount of 5 per nreseiit 

Vkt 15 The expenditure oceasioned by eairMn„ out I 

a; shall he i.iel.ule.l in the hnilfret of geinn-al expet, ses. 


Given in Panama, the of Mareh. 11)01. 


Marj^ii 1L 


In to-days session in first m X 

proved ami passed ^'^‘'"Tinami ^eba^tian Sucre d.. Julio 

kr'f: S “ 

(iareia F. Rrin, 

The ScereUu'if of the Convention. 


Is copy. 


Lauisi.ac Sosa. 

The A>i><'o^tant Seeretary. 
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2. FIRST MEMORANDl’M OF THE AMERICAN COMMISSION. 


Memorandum Recarding tiik Currency of Panama. 

It is of ^reat importance from the standpoint of economy in letting 
contracts for the construction of the Ihtnama Canal aod in securing 
justice bet^Yeen contractors and their employees that a sound cur- 
rency system should be in operation on the Isthmus of Panama. It 
i.s important not only (hat the system should be sound in itself, lint 
that it should give sufKcient assurance of stability ami jienunnence 
to permit contractors to calculate with certainty the cost of labor ami 
materials on the Isthmus. Whether such a system exists or not will 
have much to do with determining the terms on which contractors 
will be willing to enter into engagements with the Canal Commission. 

In order to secure stability it is desirable that the new system 
should repose upon tlie gold standard and that any coins or notes 
issued under such a system slioidd represent IiximI' values in gold. 
This result may be attained in a variety of ways, as will be set forth 
hereafter. The contracts made by the Canal’ Commission will un- 
doubtedly be made chiefly witli ciii/.ens of the United States and in 
United States money. In determining. Iiowever. what charges to 
make to the Government for any given work to he i)erformed on the 
Isthmus, contractors will necessarily be e(uu|)elled to consider (lie 
state of the currency in wliich they must pay for labor. If they are 
left in uncertainty as to the currenev with which thev will be eom- 
pelled to pay wages and buy materials, thev will naturally insure 
themselves against loss by basing their estimates on tlie highest pos- 
sible labor cost under any probable currenev system. iF aher so 
doing they are able to pay wages in a depreciated or flucluatimr cur- 
rency, they will make the entire profit of (he variations in such cur- 
rency at the e.xpense of the Government. 

Aside from the loss to the Government which will orow out of 
uncertainty, the final employment of a fluctuating or depreciated cur- 
rency on the Isthmus will inflict more or less injustice upon laborers 
and clerical employees, and the dissatisfaction felt by them mav bv 
driving away the most competent men after a short stay, delav'tlie 

ct'imi^ron 

It IS very desirable, therefore, in order to avoid loss to tlie Govern- 
^ contractoi-s a premium for the risks of micertaiiity 
in the monetary system and to secure economy and eflicienev in coii- 
striictioii that action should he taken at an early date to determine 
upon a sound system and to see that it is put in operation 

Another important object to he desired in the currenev system in 

and^uidts'lf^not ““ “>« I-^tl'^ns is uilifoViiiity of 

duce m^.ntlv tn sound system, it would 


aai*ee- 


con- 


du<« ^tly to the con Wnc;’ oFub^rr 
nectef with the construction of the canal ^receiVe for • 

a form of cun.ncy which was current in Srand Anama"'S 
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■which they could use there without paying for its exchang 
nutting to a discount. 


:e or sub- 



% 

1. liie adoption of United States currency as the sole legal tender 
in tile Canal Zone and in Panama. 

2. The adoj)tion by the GoMMUunent of Panama of a currency con- 
forming in all respects to that of the United States, except its issue 
■with sjiecial devices setting forth the sovereignly of the (lovernment 
of Panama. 

3. The adoption of a distinctive currency, intended to conform to 
the existing scale of wages and customs of the people of the Canal 
Zone. 

I. The first suggestion — the adoption of United States currency 
as the sole legal tender in the transactions of the Commission and in 
the territory under its jurisdiction — would undoubtedly be acceptable 
to the American clerical force and to those dealing directly with the 
United States. It has the gi'eat merit also of conforming to the 
gi’aml conception of the present Secretary of the Treasury, that the 
American dollar should everywhere be made the inoney of trade, 
carrying with it the prestige and power of the American name. Un- 
less the United States money were also made sole legal tender 
Republic of Panama, however, the difficulties would be felt of nek 
of uniformitv between the money used m the Canal Zone and that 
used in Colon and Panama, where much of it would uiuloubtedlv 
be expended by those who received it. or exchanged for money winch 
tliev could use. If tlie (Jovernment of Panama should adopt Aineri- 
c n currency as its national money, this difficulty wouW be overcome 

It would be necessarv under this policy for the Panama ^nal 
Commisison to transport to tlie Isthmus a sufficient quantity of 
TTnh d States cm-roncrv to meet the demand for a circulating mediiini. 
is probable "hat a iiiiich larger i.ro,,ortioii of the money h. s 

bromdit to the country would require to he in ^,„i. 

■vvnnld be the case for an equal population in the United State. . ^ 

outside Panama, in leccnt }cai>. , • I tiepreciatod silver. 

c,f labor in Panama ^"teHcan ^ coin, it is oiivious 

repre-seiiting less than receive these* wages 

that the transactions caiiieel . • hiliorer in the 

must be chiefly in very small amomUs. . ’i__l^ore ^ 


ft a laborer wiiu.se uaio fwnntv 

/old i)iece would reprej^nt the mnnth If Anieriean 

finuous labor, or practically a fn 25 cents, and 50 cents 

money were usecj, the silver demand than notes for $1 or gold 

would probably be in much ^eatei . ^hetiier the present 

coins of $5 or higher amounts I/ 'f ,^oIild not be unduly 
stock of subsidiary silver in the United 6t o 
depleted by the shipment of a large amount to the Ca 
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might then arise a demand for additional silver coinage by the United 
States, which many advocates of a sound currency there seriously 
deplore. 

II. The second method suggested — the adoption of a currency i)y 
the Government of Panama based upon the same unit and standard of 
value as the currenev of the United States — would create a harmony 

^ 4 

between the moneys of the Kepublic and of the Canal Zone which 
would in many respects be very convenient. It would involve, how- 
ever, the issue bv the Government of Panama of a considerable 
quantity of subsidiary silver to meet the demand for the payment of 
wa^s and other small transactions, unless notes for small anuumls 
were issued. Either policy — the issue of large quantities of sub- 
sidiary silver or of small paper — would involve some, risks to llie 
stability of the currency uide.ss carefully supervised. The coinage of 
silver pieces at the ratio of 10 to 1 when the bullion value of the lueces 
was less than half their face, value would involve some danger of 
counterfeiting. More serious, perhaps, would be the danger of over- 
issues and of the lack of faith in some quarters that the ^Iver would 
be maintained by the Government of Panama at par with gold. 

It would probably be advisable to suggest to tlie Government of 
Panama, if such a measure is to be carried out, as reported in recent 
dispatches from there, that the silver coin issued should be protected 
by setting aside a gold reserve. This reserve might be derived from the 
payment about to be made by the Government of the United States to 
the Government of Panama. It is difficult to estimate the amount of 
currency which would be readily absorbed bv the requirements of 
labor and business during the construction of the canal. Putting it 
however, at the rather liberal figure of $10 per capita in United States 
currency for a population of 250,000. the amount reiiuired would be 
$2,500,000. If this were all issued in subsidiary silver, it should be 
protected by a reserve of not less than 25 per cent in gold, and perhaps 
more safely by a reserve of 35 to 40 iier cent. The Government of 
xannma would indeed be able to sot aside such a reserve without 
drawing upon the payment for the canal privilege by simply appro- 
priating for the purpose the seigniorage upon the coinage issued. If, 
for instance, silver were purchased at CO cents an ounce, and an 
ounce coined into $1.25 in money, the gold cost of the silver required 
for the coinage of $2,500,000 would he only $1,200,000, and there 

Mffhlv dp.i Wh*? h'® Oovernment of $1,300,000. It would be 
desii able that the whole or nearly the whole of this profit 

should be set aside as a guaranty fund for maintaining the parity of 

the silver money thus issued; and in order to afford^a conspicuous 

guaranty to contractors and others interested that this fund was to be 

i^^mmpaired, it would be advisable to deposit it in some banirof hidi 

reputation m New \ ork or elsewhere outside the Eepublic of Panama 

4 ^/^ fi su^gMtion— the adoption of a distinctive currency 

for the Canal Zone — is important in case the arlnnf i^n 4 -u k • ^ 

unit or standard should Lult in dSl^tCd o u~d 
prices. There is some reason to fear that if the American eoll^o?1nr 
were introduced where a lower unit had prevailed whoth.? ‘ 
done by the action of the United StateCthe i^roduet 

pa«. .< ft. .nid„ i. 4, E dfci* 
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previously expresscil in depreciatetl silver pesos. They might make 
a nominal reduction by putting, for illustration, a priee’of 75 cents on 
an article formerly selling for a peso, but as the silver peso is now 
worth in "old loss than half of the dollar, this would l>c in fact an 
increase of at least 50 i)er cent in the gold jn’ice of the article. The 
matter of retail prices would indeed adjust itself in time, and while it 
would cause more or less irritation and misunderstandings, need not 
perhaps concern seriously the Panama Canal Commission, if its 
elfect went no further. The point at which the matter would deserve 
their serious consideration would 1 h‘. whether such a policy would 
have a sullicicnt intliience upon prices to increase the cost of living 
and thereby cause a demaml foi* iiiglier wages than those now paid in 
silver. If, for illustration, wages were 41) cents |)er day in silver, and 
tlu’ough an advance in the cost <if living it became nm‘ssary to put 
them at 30 cents in gold, tliis would be in fact an increase of 50 per 
cent in gold wages. The increase would indeed be somewhat more 
than 50 t)er cent, as silver l)ullion is now less than half its value at the 
old i)arity of lO to 1. but the assumption that it has fallen one-half in 

"old value is sufficientlv near the fact to afford a convenient means of 

• 

illustration. , . 

If wages should be advanced 50 per cent as the result of an error in 

the selection of a form of currency, it would mean a very serious 


enhancement in the cost of tlie construction of t!ie caind. It is pioh- 



caretul comraclOI^ ... . j ,vmove 

..r 


uncci 
tract.s. 



cuuv lu.giii * .• ;,.frmlin*e a coin issueo 

Canal l^one, by |,„vin}r, tlunTfov. a vain,, 

ratio of 1(1 to 1 between f; ^ size, now ... c.. e..l..- 

n>ore tha,. t^v.ceas ni;e.b ..s .e oo^^^_^ .eeeivinp s...- . -;o...s 


. racter baa l.ee.. .'.■...l.iy ao'-,. 

ao.... <lic..l a .lillerence betwee.i 

altliough the cases are ra.e ' ' i,,,s been pi-esc..tod t.. . 

face value of two cmns < f J-"" ‘ la,™ the niost stnbbo... 

backward people. In other cases tl.irt 
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conservatism in accepting coins witli new devices, even though of the 
same weight and value us the old. 

In China the attempt at one time to introduce a new mintage of 
Mexican dollars largely failed through the fact that the average 
Chinaman was accustomed to the dollar with the old device of the ris- 
ing sun and would accept no other. In portions of Africa the natives 
were so long wedded to a form of dollar coined in the time of Maria 
Theresa, that for many years after the death of lliis Kinpress coins 
of the same device were .striiclc off for their special use. In these cases, 
moreover, (liere was not the ditfei’ence in the value between tlie old 
coins and tlie new of (he same size wiiich woidd arise in I*anama if the 
attempt were to l)e now macle to substitute for the depreciated silver 
of the Republic of Colombia the higher-rated pieces of the Republic of 
the United States. 

Whether the one system or the other referred to in this memoran- 
dum would be most acceptalile to the people of tlu* Uejiublic of Pan- 
ama and would result in the greatest economy to the Panama Canal 
Commission in making contracts depends to a large extent upon the 
temper of the coinnuinity, the willingness of tlie (lovernment of 
Panama to adopt a monetary system with sutlicient guarantees of 
soundness to afford absolute assurance of itsjiermanence to those who 
will do business there during the period of tlie construction of the 
canal, and to the intlueiice whicli the United States will be able to 
e.xercise through tlieir officials, open the maintenance of a sound and 
strong monetary policy by the Republic of Panama. If the difficul- 
ties of transition to the unit of the United States currency have 
already been surmounted, ;ind Avages and prices are becoming adapted 
to this unit, then the solution of making contracts and paying Avages 

in American currency may prove, to be at once tlie most simple, secure, 
and satisfactory. 

If the (ioA-e.nimcnt of Panama is disposed to take this question up 
with full ap])reciation of the importance of introducing a stable cur- 
rency tliroughout the Republic and giving adequate guaranties of its 
maintenance, it might he advisable for the Government of the Repub- 
lic to appoint a commission of one or more iiersons familiar witli the 
subject to come to the United States and confer with the officials of 
the Treasury and members of the Commission on International Ex- 
change in regard to the adoption of such a system. Such a commis- 
sion Avould necessarily he possessed of exact ^lata regardiiur the pres- 
ent monetary system, and Avould have opinions of value in regai-clTo 
the facility with which a change of unit and of standard S be 
introduced among the people of the Republic and of the Canal Zone 

New a ork, March 2G, JOOl 

3. PRESS REPORTS OP NEGOTIATIONS. 
c™.™cv 0. 

[From the Journal of Commerce and Commercial BuUetlu, Now Yorlr, Moudaj, June 6, 190..] 

Admlrnl Walker, president of the Pannmn Canal 000,^1''?'"“.™"’ 
terence to-day at the War Deimrtment with con- 

war^ talked with Secretary Hay about 'the 
on the isthmus. To protect the vast army of labirers wto Xd^ 
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and live indiscriminately in tbe Canal Zone and in Panama from the evil effects 
of a fluctuating and d«‘preciateil currency, the United States Government regards 
it as essential that there shall be a sound money medium employed, in Panama, 
and that It shall oorresi>ond as closely as possible with tbe Unit^ States stand- 
ards. The adoption by tbe Panamans of a gold standard, therefore, is regarded 
as necessary. 

The Panama Government has been wrestling with the problem for months, 
and to-day a cable dispatch was received from Mr. Lee, the United States charge 
at Panania. stating that the gold-stamlard bill had been defeated by a deadlock 
in the legislature. He added that a call had been issued for a national conven- 
tion, which it is cxpectwl will ciuisidcr and finally pass uih)u the currency qut's- 
tion, with which, it is now evident, the Panama executive branch, even aided by 
the legislature, is unable to deal. 

The whole subject was discussed by tbe Secretary and Admiral Walker in the 
light of this last action bv the Panama a\ithorities, and Secretary Hay promisetl 
that the State Department, through its pwper agencies, would undertake to 
influence the Panamans to adopt a sound currency system. John Barrett. t]ic 
minister to Panama, will Imsten. accordingly, to the Isthmus to aid m solving 

this problem. 


p,vvv\fv Mrsr Kkep PvEServt— Gold Basis for Isth.mian Ci-brexcy Insisted 
Tai-t Tei.i.s the Repuulk-'s (’o.\i.missioners 
THE silver Coins Which Will Be Circulated in the Canal Zone Must Be 

Defectively Maintained. 

(From The Sun, Suoday, Jane Ig, 190^.1 

Washington, June It- 

Cannl Zone. ^ . Qonorps Arias and Morales. 

Those present were Secretary Taft , he oies An, 

the special commissioners p; p chairman of the Panama 

minister to Panama; imd 'ju^ Maftoon. of the 

Canal Conimis.sion , Coon ^ Conant. treasurer of the 

Mr.n t1us“ any of Xew Vorli, and Senor Arosen.ena, charge 

daffaircs of Panama in lA ""f*”?' , ,,ccc,i,itv of the ado|ition of 
Secretary Taft again ,l,e Kepuhlie, ho d- 

a stable currency ^ adopted must lie satisfactory to the 

i„g that whatever ,„pks the special commis,sionors 

United States. In '7'“' ‘poWdC a new currency .system for 

Em S ■ 

system lir as e"al teiider and as standard of values, 

'‘\secrUav“Tlft^>n‘'<>- ''‘^^^^"of 'Xr'in'tl.rRepnWi<^ ami 

as was nciessarv. for a very “A {{,e United States, unless 

Jhe Canal Zone the Panama treasury to pmservo 

there were fin ample gold 
the parity between gold and silver. 
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In answer to questions wlicther this gold reserve could be furnished 
by the Panama Government, the commissioners of tlic Kepiiblic 
explained that $3,000,000 of the bonus paid by the United States to 
Panama was to be used for running expenses, $4,000,000 for tlic con- 
struction of important public works, and the remaining $3,000,000 
was to be deposited where it would draw interest. 

The commissioners were asked how much subsidiary silver was 
now in circulation in the Republic, but they were unable to tell, or 
to say what amount of gold reserve would be nece.ssary to preserve 
its parity. This silver was coined by the Columbian Goveriimenl, 
and under the provisions of the act which failed of passage in the 
Panama Congress was to be redeemed and recoined, and no more 
Colombian currency permitted to circulate in Panama. 

Mr. Taft and the otlier American representatives expressed the 
hope that Panama would be able and willing to provide a suflicient 
gold reserve, and showed the Republic's commissioners that the 
Administration was determined that some such arrangement to insure 
the stability of silver coinage should be adopted before it would con- 
sent to allow the circulation of Panama money in tlie Canal Zone. 

The Republic's commissioners were unable to give any assurance 
that their Government would provide a gt)ld reserve, but they prom- 
ised to endeavor to ascertain the wishes and intentions of the Isth- 
mian authorities in the matter. 

The conferees adjourned until next Saturday in order to give 
them an opportunity of doing so. The Panama commissionei's will 
also inform the American representatives of the amount of Colombian 
subsidiary silver in circulation in Panama. 

It is probable that at the meeting a week hence Secretary Taft and 
his a&sociates will submit a proposition that the Panama Government 
provide a gold reserve sufficient to insure the stability of the Colom- 

niODcy now in circulation on the Isthmus, and make 
additions to the reserve as rapidly as new coins are issued. 


Plans fob Panama Curbency Conci.udei>-Wii.l be Submitted to Legislature 
FOB Ratification— War Department Makes Official Statement — United 
States Gold Currency to be Legal Tender in Republic of Panama- 
Additional Details of Proposed System 


[From the Jouroal of Commerce nnd Commercial Bulletin, New York, Tuesday. June 21, 

1004«J * 

AVashington, June 20, 

Secretary Taft and tlie commissionei-s for Panama to-day con- 

for Panama which is to 
l)e submitted to the Panama legislature for ratification. The plan 

already has been outlined in these dispatches. It provides geuerally 
for a sufficiently reserved bimetallic system. ^ 

to-day statement wis given at the War Department 

“An agr^ment was readied to-day at the War DepaJtment between 
Secretary Taft and the Panama commissioners, by which the wold 
currency of the United States shall be the legal tender in the Kepu%lic 

S. Doc. 128, 68-3 21 
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of Panama, and the money of Panama shall be legal tender in the 
Canal Zone. 

This agreement will be transmitted by the Panama commission^ 
to their (lovernment, and if adopted l)y the constit\itional convention 
will settle the (luestion of the currency to be used in the construction 
of the canal. The substance of the agreement is that a gold dollar of 
tlie same vahie as that of tlie United States shall be the standard of 
value in Panama, and that the gold currency of the United States 
shall be legal tender there, with provision for the issue of fractional 
silver currency of the liepuhlic of Panama. It is provided that sucli 
silver currency shall be coined to an amount in nominal ^ah 1 e ot 
$1,500,000 in gold : the silver to be obtained by tlie reepinage of Colom- 
bian coins now in circulation on the Isthmus, and that at the option of 
tlie Canal Commission, if tlie construction of the canal shsill show 
such coinage to be necessarv, there shall ho an additional comage ot 
fractional silver to the amount of $1,500,000. The parity of all he 
silver coined shall be maintained by the deposit in s^nne bank in the 
United States of 15 per cent of the nominal value of such fi actional 
mirrencv and the net seigniorage on the amount coined at the request 

of the Canal Commission. In order to prevent the ,9^ 

exclvinge at the expense of the public and canal works, the Repulihc 

n^lhfc^lnlion a,r.c to co pen,... 
able rates to keep down the exchange on ^e\v 'loik and tliiis prtitni 

a disturbance of tlie parity. 

4. PR0.1ECT OF THE AMERICAN COMMISSION- 

T... .V^^CV to t^sn. .N THK I'.,..,.* 

OT MO.U Hnona -nO, O..,. . -.o., o. .Oo Co..,».on .nUr.- 


Zone 
the ^ 

formity - - 

to the Canal Zone— that 
practicable, as that used in 
Panama and Colon. 


currency there used siiouiu .a- y 

the ei.iof cities of the I’anana* 

its rchition to gold > "“P"'’*:'''*, 


to oe JIIHVIV i,w.ov..r the risk 01 nueuumvM.o 

premium to contractors to com standard ced 

“ s'tisi 

fluctuate in gold value. Commission will 

The contracts made b} the j and in United states 

made chiefly with citizens of the U Ud o j 
money. In t*«tvri.uning, ho^ece^^^^ pej.fi.rmed! contractors " * 
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basing their estimates on the highest possible labor cost under any 
probable currency system. If, after so doing, (boy are al)lo In pay 
wages in a depreciated or fluctuating currency, they will make (he 
entire profit of the variations in such currency at the expense of tlie 
Government. 

Aside from the loss to the Government which will grow out of un- 
certainty, the final employment of a fluctuating or depreciated cur- 
renej^ on the Isthmus will inflict more or les.s injustice upon laborers 
and clerical employees, and the dissatisfaction felt by them may, by 
driving away the most competent men after a short stay, delay the 
work and deteriorate the character of the sc*rvice and thus react upon 
the Canal Commission itself. It is very desirable, therefore, in order 
to avoid loss to the Government and to secure economy and efliciency 
in construction, that action should be taken at an early date to deter- 
mine upon a sound system and to see that it is put in operation. 

CHARACTKR OF THE ECONOillC CRODLEM. 


Before proceeding to discuss details of a plan for maintaining a 
suitable currency in the Canal Zone, it mav be well to point out the 
character of the economic problem to be dealt with. Tliis problem is 
primarily the transfer of capital from tlie United States to Panama. 
Assuming, for tlie sake of illustration, that the cost of the canal will 
be $100,000,000. this amount of capital has to be transfoiTed in some 
forin from the United States to the Canal Zone. The one deduction 
to be made from the amount to be lluis transferred would be the 
profits of contractors. Contractors who are American citizens will 
probably desire payment largely in the United States and in United 
S!?,! f Tjie proceeds of what they actually expend, how- 

e\ei (excepting profits of persons from whom they buy materi-Js and 
machinery in the United States), will be transferred to Panama 
This transfer will be made in three forms— machinery, materials of 
construction, and food and supplies for laborei*s. 

Uliile the contractors themselves may not directly transfer food 

sii"': j ST"" ■" 

^ be problsin in rclution to tlio ciirrpnov ic iinf ^ ^ u. 

ferrinff to the Isthinn^ ^ non nnn • ^ ot a problem of trans* 

tenth part of that tIT’ currency, or even so much as a 

beonirsu^ 

month, and will be constantly passed from hand to 
the movements of other forms of caniHl ^ to h«nd to facilitate 
laborers were paid 10 pesos Mr 31 fL illustration, r>0,000 

weekly pay roll would £ 500000 pesos required for the 

so disbursed would flow through the hand^ If P of the amount 
the banks, and would aCd a mLns 1 tL k * into 

exchange on New York. If there werp nn h ^or buying 

the entire amount disbursed at the end of on^^^ anyone, so that 
into the banks before the end of the following 
of currency required for paying wa^ Siro^Wf^VL^” the amount 
canal construction would fee of the 
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In view of the fact, however, that in addition to the existin" iuhhI 
for currency in Panama, business generally will l)e increased m vol- 
ume, that iiioney will be held by banks, shopkeepers, and boarding- 
house keepers, and that some hoarding will undoubtedly take place 
among the laborers, the amount of currency required will be several 
times the amount of the i)ay roll for a single week. It is probable, 
liowcver, tliat if the population of Panama and the Canal Zone, now 
estimated at 250,000, sliould bo increased by the requirements of tlie 
canal work to :150,000, a circulation of 20 pesos per capita, or 7,000,- 
000 pesos(nniounting to $3,500,000 gold) would lx? found sufficient. 
It is not necessary now to determine the exact amount, for that would 
be re<J^ulated by a process more or loss automatic, which will he hero- 
after'^set forth*. It is only necessary to point out that tlie amount of 
currency retiuired would, on the one hand, be only a small fraction ot 
the capital to U* invested in the canal, and, on the other hand, would 
require to be several times the amount needed to pay wages at any 

irivcn moment. 

O 

THE .MONETARY I*BODI.F.M TO BE DEALT WITH. 

What. then, is the nature of the nninetary |.r<.hle,n to l’>‘ 
in providing an acceptable currency in the Canal Zone . It g 

"Vl "'Absence of uniformity between the money of tl.e Canal /one 

ora:ia;iahility of Umt«l pates currency to the present 
standard of wafres and prices on the Isthmus. 



1 raH nmU; h aecptalde ^"...out some 

p:;L!n^' hiiame e.pially r-ipriomlj. amt " ‘-"T'™ 

'C- "'V'SiX'i t,::?. 


seof a stable aim j;-;; ^p.ii^.venience 

S of 
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) 


The 

States 


A nion UNIT ILL ADAPTED TO IvOCAL CONDITIONS. 

le most important objection j)t‘rhaps to the employment cf United 
‘S cuiTency us the sole legal tender in the Canal Zone is the fact 

«. A 1 1* /T» j !• -----A 


a high unit as the gold dollar where tlie silver peso has heretofore been 
the unit, worth in the neighborhood of 45 cents gold, would re(|iure a 
readjustment of prices and wages which would proliahly tend to raise 
prices in gold. As a consequence of the rise ol jirices the real earn- 


XIA 44 consequence i 4»«V • *.*V I'* *VV.»./ a ^ • •• 

s of the laborer would be diminished, or tlie Panama Canal Com- 

'• ^11 iti. 11*1 It ii 


lission would be compelled to pay much higher gold wages than 
ould otherwise be re(|uired. If $75,000,000 would be normally 


prices 
ings 
mission 

would otherwise he reijii ^ 

required for wages during the construction of tlie canal and a change 
of standard should cause an advance of one-tliird in gold w’ages, this 
item alone would add $25,000,000 to the cost of the canal. This 
enhanced cost, moreover, would not go chiefly to the laborers who 
received the enhanced gold wages, but would pass through their hands 
to shopkeepers, boarding-house keepers, and the conductors of various 
resorts, who liad raised their prices to conform to the new monetary 
standard. 

Still further difficulty would arise in dealing with the wage ques- 
tion from the peculiar character of the silver coinage of the United 
States, issued at the ratio of 10 to 1, when (’tie existing commercial 
value of silver is nearer the ratio of 35 to 1. The present silver coin- 
age in use in Panama conforms to tlie value of silver bullion. A 
monetary system which recognized in some degree the present value of 
silver, even though the new coins were given a fixed value in gold, 
would tend to make tlie transition easy and unobserved from the exist- 
ing silver standard to a stalile gold standard. Under the system of 
making United States currency tlie sole legal tender and medium of 
exchange, if wages and prices remained substantially unchanged, the 
laborer and shopkeeper would receive for a given gold value a coin 
only half the size of that which he now receives. There would prob- 
ably be difficulty iu peisuading the more ignorant that an American 
2o-cont piece represented a hi^ier exchange value than a piece of 50 
ceiihivos, twice as large^ of the old coinage* 

Even if the intellectual operation were easy, of grasping the unity 
of value between two coins so different in size, the difficulty would still 
remain that the new coins would be much less adapted to small trans- 
actions than a system which permitted the use of larger coins for the 
same amount. If the wages of labor were a peso a day, it is obvious, 
that many of the expenditures made by the laborers for food and 
other articles would represent very small amounts. If for a pe.so 
were substituted an American half dollar, the subdivisions wouli be 
1^ easy to deal with than the subdivisions of a peso, issued at about 
the ratio of 32 to 1, with the half-peso, 20-centavo, 10-centavo 5- 
ceidavo, and 1-centavo pie^ as subsidiary minor coins. 

matever standard is adopted in Panama and on the Canal Zone 
even if American money is made the sole legal tender, a bw scairof 
wages wi 1 necessarily require that a large proportion of the c^enev 

^^“b^Jdiary silvfr.^ 4ere a laborer™ 
United Sta^ might find use for a $5 gold niece renrp^ntin^ 
to wages of one or two days, it would be le£ suitable to re^toe'’- 
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iiients of a laborer wliose daily wages were 50 or GO cents, because for 
liim a $5 gold piece would represent the earnings of ten days 
of continuous labor, or nearly half of a calendar month. If American 
money were used, the silver pieces of 10 cents. 'Ao cents, and 50 cents 
would probably be in much greater demand than notes for $1 or gold 
coins or $5 or higher amounts. 

The danger of counterfeiting would be serious under a system 
which gave sih’er coin an exchange value more than 100 per cent in 
excess of their value as bullion. While this danger could be guarded 
against more or less etl’ectively by careful police regulations, the possi- 
bility of a i)rofit of more than 100 per cent would liold out a constant 
temptation for the fraudulent fabrication of coins in all the surround- 
ing countries, and even in distant countries, for importation into the 
Kepublic of Panama and the Canal Zone. It shoidd he borne in mind 
also that however strict might be the police supervision in the Canal 
Zone, it could not be extended to the territory of Panama without the 
consent of the Government of the Republic. 

1'BiM irr.ES OF A rm'om mended. 

In view of these considerations it is suggested that the following 
I)rinciples of a curreuev system be recommended by the Govenuneiit 
of the United States ty the Republic of Panama for mutual adoption 

in that Republic and in the Canal Zone: i • i 

(1) That United States gold and paper cuiTency he made legal 
tender in Panama and in the Canal Zone for del)ts contracted msucli 
currency or tlie currency herein provided for, hut that tiie iiupm ra- 
tion of \merican silver and minor coins be prohibited. 

i 

subsidiary and minor ctuii:^ nrovided for be legal tender for 

deS s™. 

rency is expressly stipulated in the con I 

issliti Ser this tj- 

part of tl.e I’;';:' 1 f„„V shall l<e cloposite.1 , in somo 


part of the amo.n.t pa.,1 .V t .e -^apositcl in some 

!,„t less than $1.50(>..»10, ,t„l i,' trust in the hands 

::r a '-■■■■ik of ha.d.rs, with the approval of the 



bursements so fai 
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Ing the right to limit the amount for which it may be made legal 

tender. • . i t> 

(7) That the Government of Panama shall consult with the 1 an- 

ama Canal Commission in regard to the amount of coinage recjuired 
in the Canal Zone, with a view to keeping the amount within the 
requirements of actual transactions. 

(8) That the coinage to he issued under this ])r()ject sliall be exe- 
cuted for the Government of Panama at the mints of the United 
States. 

Ol'EBATION or THE I*I.AN PROI'O.SEr). 


Tins plan corresponds in principle with measures which arc now 
before the Government of l^inama. It is a plan which makes it 
possible for the Republic of Panama to adopt a sound and stable 
currencv based upon tlie gold standard, but with a subsidiai*y coinage 
adapted to local conditions. It places upon the Republic the ulti- 
mate responsibility for establishing and maintaining the system, but 
leaves to the Panama Canal Commission the means of esiaiping any 
of the evils which might result from failure on the part of the 
Government of Panama to carry out fully the measures for maintain- 
ing parity of its currency’. 

The plan contemplates that the Republic of Panama shall adopt 
the gold standard on tlie model of the United States, either by adopt- 
ing a gold dollar of its own of the. same size and fineness as ours or 
bv mulcing that of the United States legal tender throughout the 
Republic. In order to avoid confusion between the silver coins of 
the Republic and of the United States it is suggested that the impor- 
tation of American silver coin be nrohibited. and that those of the 
Republic of Panama be employed in all disbursements of silver 
required by the Panama Canal Commission. In case, however, there 
is any failure on the part of the Government of Panama to maintain 
the stability of its currency it will tlien be in the. power of the Pan- 
ama Canal Commission to limit the amount for which the silver 
coins of Panama shall lie legal tender within the Canal Zone. Such 
a policv might be pursued tentatively if no marked depreciation 
appeared in the coins of Panama, while if such depreciation became 
serious it would then be in the power of the Panama Canal Commis- 
sion to introduce American currency freely for all purposes. 

As all contracts would probably be made in American currencv 
with the understanding that in small payments the Panama pe^ 
was to be equal to one-half of the American dollar, no disturba^nce 
ot lemil obligations would occur if it liecame necessary to abandon the 

Z li If contingehev should arise, 

the government of the Canal Zone would be able to consider the ques- 
tion of issuing Its own subsidiary silver upon the same basis as that 
here reconimended for the Republic of Panama. It is probable 
however, that by proper consultations between the Canal Commis- 
flZp the Government of Panama measures would be taken by 
that Republic to promote the interests of its own citizens and the 

thrUnhed^St adoption of a plan acceptable to 

ite cumncy^“ maintain the value of 

It is important, if the Government of Panama is to oive the fl«wnr 
ance of sUbility to its currency system, that Uie qSy of sUve; 
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coins shall bo kept strictly limited to the requirements of actual 
transactions, and that (hey shall be protected in some way by a gold 
reserve or a gold credit, which can be used for the redemption of the 
coins in case the issues become excessive. The ample resources already 
at the command of the (lovermnent of Panama for constituting a 
reserve would be further increased to some extent by the seigniorage 
on the silver coins issued. It would probably be prudent to set aside 
this seigniorage as a part of the guaranty fund tor the maintenance 
of the .stability of the currency. It is probable that the demand for 
currency will be considerably reduced when the construction of the 
canal is'completed. after an interval of j)erhnps ten years. The neces- 
sity of providing for this contingency should be kept in mind in con- 
stituting a guaranty fund. There is no reason why such a fuiid 
should not draw interest while held in the custody of the hanks in 
New York, so that its employment would not involve any material 
expense to the (iovernment of Panama. 

IMPORTANCE OF THE EXCHANGE PROBLEM. 


bv’the (iovernment, bv contractors Tor canai woru. ami pur 
of supplies for laborers will bear a proportion to the stock of tm- 
renev which will be uiiusuallv large. If the amount expended on the. 

entire volume of cuiuncy , -t of exchange might 

be \ery radical if tlie m.Utu yii .moreover, for such a large 

ment of "rcate smliien ami radical cliaiiili's m the 

amount of o.xchangc mv , j. be impossible to avert 

voluu.e of currency m ' currency or a local 

ditticulties from this Wo," sLulS be pursued in dealing 

ciirreucv. unless a policy of 7“ Pf'" f„,.‘tlie civil governor 
with the matter. It will P™'>V {j |„„,i b.inkers and the Paiiama 

perps an“ "f a violent contraction of the local cur- 

{■ency at other tunes. j for perhaps a 

ALerioiis work >'P“'’ ‘''77si rvevs the making of contracts, and 

work may know the conditions iindei w men . 
labor and supplies. 
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In view of the fact tliat a committee of representative citizens of 
Panama is about to visit the United States in regard to llu* invest- 
ment of the ]noney received for tlie canal franchise, it iniglit be well 
to have this subject thoroughly discussed with tliis committee, with a 
view to an amicable arrangement which would enable the (lovernment 
of Panama to adopt a monetary system of such a character that the 
currency issued could be employed with prudence and with satisfac- 
tory results in the Canal Zone. 

M.\y 19, 1904. 


5. AGREEMENT BETWEEN THE SECRETARY OF WAR AND THE COM- 
MISSION OF PANAMA. 

Washington, June 20 , 1004- 

Gentlemen: I understand that there is now pending in the con- 
vention of the Republic of Panama, exercising legislative power for 
the Republic, a bill to establish a monetary standard and to provide 
for the coinage necessary in the Repiiblic. The Isthmian Canal Com- 
mission, whose action, by direction of the President of the United 
States, I am authorized to supervise and direct, is vitally interested in 
the maintenance in the Canal Zone of a stable currenev, based upon 
the gold standard. 

I conceive it to be of common benefit to the Republic and to the 
Isthmian Canal Commission that the curremw used in the Republic 
and in the Canal Zone should be the same. I am informed that the 

convention of the Republic has under consideration a measure which 
in substance provides : 

monetary unit of the Republic shall be a gold peso, of 
the weight of 1 gram, 072 milligi-ams, and of nine hundred one-thou- 
sandth fineness, dmsible into 100 cents, to be issued as and when con- 

tTIi necessary or convenient for its requirements. 

United States of America, 
and Its multiples, shall also be legal tender in the Republic of Panama 

«S Mwivalent to 1 gold peso of the Republic. 
111. lhat fi;actional silver coins shall be issued bv the Renublic of 
various denominations, all to be of an alloy composed of nine^hundred 

np^ nTf ^ f 7** hundred one-thousandth of cop- 

per, tlie declared value of the same bearing a ratio to the same weiirlit 

of gold of approximately 1 to 32, and that such fractional silver cur- 
rency shall be legal tender in all transactions. 

nf tL 1 fractional denominations 

“ hereinafter specifically pro- 

rRt«bira„rtha™‘Sri‘=“Tt7 >egaii;"r„ 'i;; 

$.3,00(^a of’such Skmbian7e^"s 

rI' 3'!’“*' he coined and issued bv the 

of fractional silver curXey to e 
limit m the aggregate in value of 1,500,000 pesos or imlrl 
equivalent to 3,000,000 half-dollar oieppe «« J? i j gold dollare, 
Secretary of War of thp TTnif.»A q. *^*^7 be deemed by the 
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VI. The Republic of Panama, in order to secure the legal parity 
and equivalence with the gold standard of such fractional silver coins, 
shall create a reserve fund by deposit with a responsible banking insti- 
tution in the United States, of a sum in lawful currency of the United 
States equivalent to 15 per cent of the nominal value of the silver 
fractional currency issued by the Republic, and as the same is issued, 
together with an amount equal to the seigniorage on the silver coins 
issued at the retiuest of the Secretary of V ar as aforesaid, less all nec- 
essary costs of coinage and transportation. 

VII. That after conference with the Isthmian Canal Commission, 
or its representatives or fiscal agents, the Republic of Panama will 
take such stei)s with respect to exchange by drafts upon its i-eserve 
fund as will tend to prevent the disturbance of the legal parity of the 
silver fractional currency of the Republic of Panama with the gold 

standard. . . 

VIII. That the Republic of Panama shall cause its coinage to be 

executed at the mints of the United States. 

A'^suiniii" that legislation will be enacted substantially to the fore- 
etlecC I agree, on behalf of the Isthmian Canal Commission and 

bv dTrection of the President of the United States; n 

‘ Fii-st. That the Isthmian Canal Coinmis.sKm will make the gold am 
silver coin of the Remiblic of Panama legal tender within the Canal 

Zone 1)V apDronriate legislation. jr *1. . 

Second. That it will employ such gold and V’*' . 
Republic in its disbursements in the Canal Zone and in the Repii > ^ 

as the (filial Commission shall find practicable and 

tend to prevent the i herein contained shall 

Fonrtli. It is ■•>>■/'!'' nd.K-e its silver 

d;‘nrpn^‘at” die Reserve fninl cj.rresponding to the rednet,on of the 

;;:-3n'y:il"'iicSd with tl. foregoing- 

Very respectfully, jj 

Secret ni'H <>f 

of "«• 


Special Fiscal Commission of , 

. 1 iw h*' tlie general 

Sir- Pursuant to the P'>'7‘’''/,‘J''^7!i.miliii'c’()f Panama and snh- 
direetions of the ’f„|i ii, l.o necessary legislation, we 

jeet to the enactiiieiit by the KeiiuDiR oi 
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hereby declare our complete accord with the convention embodied in 
your communication of this date and agree to the same as therein set 
forth. 

We are, dear sir, very truly, yours, 

Ricakdo Arias, 

. Ei.'seiho a. Morales, 

Special Fiscal Commissioners of the Ueinthlic. of Panama. 

Hon. Wsi. H. Tait, 

Secretary of Tr^r, ^y ashington., D. C. 


G. ACT OF 1‘ANAMA IN PURSUANCE OF AGREEMENT. 


Law No. 84 — 1004 (of .Tune 28) on Curbencv. 


The National Convention of Panama decrees: 

Article 1. The monetary unit of the Republic shall be the balboa; 
that is, a gold coin of 1 gram six hundred and seventv-two niilli- 
grams (1.072) in weight and of nine hundred thousandths (.0000) 
fine, divisible into one hundred hundredths (100/100). 

Paragraph. The present gold dollar of the United States of Amer- 
ica and its multiples shall be legal tender in the Republic at their 
nominal value equivalent to a balboa. 

Art. 2. When the executive power provides for the coinage of 
national coins of gold, this coinage may be made in pieces of one. 
of two and one-half, of five, of ten. or of twenty balboas, choosing the 
one or more of greatest circulation in trade. 

Art. 3. Silver coins shall have an alloy of nine hundred thou- 
sandths of pure silver and one hundred thousandths of copper. 

Art. 4. The nomenclature, weight, diameter, and equivalent value 
of the silver coins shall be the following: 

The peso.—X coin which shall Meigh twenty-five (25) grams, 
which shall have a diameter of thirty-six millimeters, and which 
.shall be equivalent to fifty one-hundredths (50/100) of a balboa. 

The half peso.^X com which shall weigh twelve and one-half 
grams (124 gr.), which shall have a diameter of thirty (30) milli- 

equivalent to twenty-five one-hundredths 

(25/100) of a balboa. 

The one-fifth peso.—X coin which shall weigh five grams (5 ) 

winch shall have a diameter of twenty-four millimeters, and wTiich 
shMl be equivalent to ten one-hundredths of a balboa. 

The one-tenth peso.— X coin which shall weigh two and one-half 
'-i) giams, which shall have a diameter of eighteen (18^ milH 
meters, and shall be equivalent to dve onednmdS^sAoO) of „ 


haf/gr^M iTS'f, 

SSltSlfiC"' •" - -"I "■“.A'lS: 

Pai ap aph Consequently, two pesos of silver shall be equivalent to 
one balboa, which is the monetary unit. The other fm^finrle # 
shall bear dre same equivalent factional pr^pS^ on o 
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\iiT. (5. Colombian silver coins of a standard not inferior to 835 
thousandths fine and thousandtlis of the same alloy, which are 
now in circulation in the Republic, shall be exchanged for the new 
rational coins at the rate of $212.50 for each one hundred (100) bal- 
boas or their e<iuivalent in Panamanian silver coin. But the con- 
version of Colombian silver coin of the standard of (»00 thousandths 
shall be limited to pieces of five centavos and tolhe amount of 20.000 
pesos only, provided by the first clause of contract No. 30, entered 
into by the government of the old Department of Panama, in the name 
of the Xational (lovernment of the Republic of Colombia, with 
Messrs. Isaac Brandon tVl: Bros., merchants in this city, for the coining 
of Colombian silver money, which contract was approved by Gen. 
Victor M. Sala/.ar. civil and military chief of the then Department of 
Panama, under dat)f‘ of October 10. 1002. and was j)nl)lished in No. 
1300 of the Gazette of Panama of October 0 of the same year. 

Paragrapln Obligations contracted before this law goes into effect 
payable ta<atlv or expresslv in Colomliian silver coin of a standard not 
inferior to (6.0835) eight hundred and thirty-five one-thousandths 
shall be redeemable in the new national coin at the rate stated in this 

article. , . , , i it 

Airr. 7. The Colombian silver coins of which this law speaks shall 

contiiine to he legal tender until the date on which the redemption 

of tliem liegins to he made, and from that day forth they shall have 

the value which is herein assigned them for redemi>tion. 

'riie executive power shall In'gin the convei*sion of the coin men* 

tioned in article 0 on the lii>t day of September next. For (he ])ur- 

nose he shall designate the public offices which, in the capital and 

nrovinces of the Republic, are to make the e.xchange, and .shall gne 

Initicl! theivof thirtv .lavs before the .lay fixed. The .■onversion 

shall take etl'ct within sixtv days following the date 

which Col.iml.iaii .-oin shall c.-ase to be legal tender m the 

\i r H F.ir the purp.ise ..f .-arving out the exchange of ‘d 

no!- in .-idnlalinn in the j;;!;:';!:':,,!::;:::; ,!? 

•inth.)i'iz.*.l to have coineiL aii.l issue.l imt iiuu * . 

thr.'.' million (3.0U0.000) pesos. Panamanian money, as i s . 1 

vides. 


' Akt. 0. To .unrantoo parity of 

'■';f ™ ‘s: 

ments, published in the ^ purpost* of coinei-sioii. 

receives of Colombian and . ...,tliori/ed to sell the money which 

^-n-l^vhenthisisconchidedhe.^ 


IS collected ofMie treasury. 1 he l 

life's 


riie nroc'eds of this 
ublic. 

lliis law refers 


L« following: , Bullioa, dis.*.)ver(M* of 

obverst* the bust of Vasco N inos to the right. 

: coast on the Pacific Ocean. Dicis." Uy^ 

with a head-band on which are the coin the phrase- 

- Libertad.” .Ground the head at the edge ox 


sliiill be tlie following: 
F.)!' the 

the Panama coast on 
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“ Republics cle rjinaniii on (lie ba?e of the bust the word “ Balboa 
in capital letters, but of smaller size than the other inscriptions. 

.On the lower part of the coin, below the bust, the year of coming 

in figures. ^ 

Upon the reverse the coat of arms of the Republic of 1 anaina in 

the center. . . 

Around the upper part the value of the com in words. 

Around the lower part, to the right, the weight of the coin in 
grams; on the left the propoifion of alloy in tliousandtlis fine. 

Art. 12. Tlie introduction into the territory ()f the Republic of any 
sort, of silver coin except that which the executive jiower imports for 
the fulfillment of this law is absolutely prohiliited. 

Art. 13. The executive power is authorized to enter into a mone- 
tary convention with tlie Government of tlie United States of North 
America, in which the present law and the convention signed at the 
conference in Washington on the 18th day of the present month of 
June, between the commissioners of that Government and that of the 
Republic of Panama, shall bo taken as a basis. 

Art. 14. The expense wliich the execution of this law occasions 
shall be considered included in the budget of expenses. 

Given at Panama the 27th day of June, one tliousand nine hundred 
and four. 

The President, 

(Signed) Gerardo Ortega. 

The Secretary, 

(Signed) Ladislao Sosa. 

National Executive Power, 

Depart^ment or Hacienda. 


Let it be published and executed. 
Panama, June 28, 1904. 

( Signed ) 

The secretary of hacienda, 
(Signed) 

A copy. 

The subsecretary of hacienda, 


M. Asiador Guerrero. 
F. Y. i)E la Espriella. 


F. Martin Feuillet. 


Appendix D. 


MEXICO. 

I. FINAL RECOMMENDATIONS AND REPORTS OF THE COMMISSION 
APPOINTED BY THE GOVERNMENT OF THE REPUBLIC TO 
INVESTIGATE THE MONETARY PROBLEM. 

MONETARY REFORM IN MEXICO— DEFINITE PLANS ARE FORMED TO 
PUT THE CURREN('Y OF THE COUNTRY ON A STABLE BASIS AND 
TO SECURE FIXITY IN THE RATES OF INTERNATIONAL EXCHANGE. 

Oil February 4. 1903. the department of finance ai>pointed a coni- 
inis-sion of bankers, economists, business men, niine ownei-s, and 
others to study Mexico's monetary problem in all its phases. 

Tliat commission held its fii*st ineetinff on February 10. 1903, when 
an address was delivered by Lie. Jose iVes Limantour. minister of 
finance, outliniiiLr the laboi*s that awaited the commi.ssion ami ^plain- 
ing the nature of tlie assistance which the Gov^-nmeiit desired from i . 
\i the same session the commis.sion organizecl itself. Jnc. Uaoio 

Macedo was appointed chairman; EiirKpie 

Uc. Luis G. Labastida. secretary, and Lie. Jainu (lUiz.i, assista 

^‘^Tf^^nmission al.o .Uvided itself in^ 

encharged ^vith the study of a mveu. ‘ eltion were 

Tlie cliainnen and secretaries of tlie subcoininmu i 

as follows: Tip fienaro Kaiffosa; secretary, 

First subconiinittoe : ChflirriMn, Lie. 

Everardo Hegewisch. . , , Tviiulero v Cos; socrc- 

Second suircommittee: Chairman. Jose dc l.iiunio 

‘■’Sw Cl..'""- »'■■■"' 

'■K "rS— U. a c.— I 

tarv, Carlos Diaz Dufoo. , , brought in their reports, the 

When all the four l ioiictar/ reforiu and the slahil- 

tendency of whieh was jjfj), suheoiiuuittee was ap- 

ization of the ! “";:^;;;;;„^endatious ami to plan ways ami 

Sir fimc^i^ig ^ .uera, see- 

The fifth :itVaud the chairn.un anf seerela.ies 

,‘rft’he oU>«hr."Ltonuuittees ^ the 

sessions and signed some of the reports. 
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The reports of the fifth subcommittee, summing up as they do the 
labors and results of the monetary commission and embodying (leli- 
nite recommendations for monetary reform, are of great importance 
and will be read with interest outside of Mexico, showing, as they do, 
the trend of enlightened thought in this country in regard to the 
monetary problem. 

The reports in question translated into Englisli are as follows: 

The fifth subcommittee has addressed itself to a careful and minute 
study of the manifold questions involved in the formation of a plan 
of monetary reform on the lines laid down in the fifth point of the 
interrogatory formulated l)y the department of tinance and public 
credit, to which the monetary commission has adjusted its labors. 

With a view to systematizing its procedure and following the exam- 
j)le set by the other subcommittees, the fifth subcommittee drew iin a 
programme of its labors, constituting Annex No. 1 attached to this 
report, and confided the study of the four questions embraced by that 
programme to the following pei*sons in the order of mention : 

The fii'st question was assigned to Eng. Manuel Fernandez Leal 
and Lie. Joaquin D. Casasus; the second to Mr. Ricardo (larcia Gra- 
nados and Mr. Everardo Hegewisch; the third to Mr. Carlos Diaz 
Dufoo, Mr. Genaro Raigosa, and Mr. Pablo Macedo, and the fourth 
and last to Mr. Jose de Landero y Cos and Mr. Carlos Sellerier. 

The partial reports or studies, emanating from the persons men- 
tioned, are attached to the present report as Annexes 2, 3, 4, and T), 
though it is to be noted that No. 3 embraces the opinion enunciated l)v 
Lie. Genaro Raigosa alone in regard to the reserve fund, for Messrs. 
Diaz Dufoo and Macedo, who did not advocate the immediate for- 


mation of that fund, did not, during the sitting of the fifth subcom- 
mittee, present any special contribution in writing in regard to that 
point. 

After full examination and discussion had been devoted both to the 
four reports above mentioned as well as to the opinions expressed by 
Mr. Enrique C. Creel, the vice-president, who (and the same may lie 
said of Mr. Jaime Gurza, the assistant seci'ctary) who was an assid- 
uous attendant at the sessions of the fifth subcommittee, a plan of 
monetary reform was finally drawn up by Messi-s. Carlos Diaz Dufoo, 
Ricardo Garcia Granados, Jaime Gurza, Everardo Hegewisch, Luis 
G. Labastida, Pablo Macedo, and Carlos Sellerier. With the main 
outlines of that plan Messrs. Joaquin D. Casasus, Enrique C. Creel, 
^iRnucl Fernandez Ijcal, Jose de Landero y Cos, and Genaro. Rai<^osiv 
concurred, though Mr. Landero y Cos made an important reservation 
to the effect that he does not favor any change in the monetarv laws 
of the Republic. 

The plan in question is contained in Annex No. 9, in whicli the 

flic concrete measures proposed are also set 


The opinion of Mr. Raigosa, above alluded to (No. 3), and the 
documents marked as Annexes 6, 7, and 8, set forth the rounds on 
which M^rs. Casasus, Creel, Fernandez Leal, Landero y Cos. and 
Raigosa have based their several opinions, and therefore it seems 
usel^ m this report to do more than make mention of those docu- 

iliQQiiS* 


We will, therefore, confine ourselves to stating here that the only 
points as to which our opinions were divided in no respect impair the 
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concurronco accorded by all of us to tlie fundamental lines of tlie 
project formulated l)y some of the undersigned which, as already 
stated, forms the closing portion of Annex No. 9. 

Such, in brief, is the result of the labors which the fifth subcommit- 
tee has the honor of submitting to the honorable members of the 
monetary commission. 

Mexico. Decemlx'r 19. 1903. 

(Signed) 

Pablo Macedo, 

Manuel Fernandez Le.al, 
Genaro Raigosa, 

Joaquin D. Casasus, 

Jose de Landero y Cos, 
Everardo Hegewisch, 

Cariaas Diaz Dufoo, 

Cari.os Sellerieh, 

Ricardo Garcia Granados, 
Luis G. Labastida. 


Annex No. 1. 

Monetary commission, Mexico, fifth subcommittee cmisistin" of 
Mes^^rs. Pablo Macedo, chairman: Joaquin D. (asasus. Carlos Diaz 

Dufoo. Manuel Fernandez Uab Ricardo Giu-cia 

Hegewisch, Jose de Landero y Cos, Genaro Raigosa, Carlos Selleru , 

and Luis G. Labastida, secretary. 

programme of labors. 

F!nt is the monetary system who.se adoption is to 

a"?o C'narately stndmd and solved : 

"" 

tin llaiil of the nmnetury cirenlation of the Repubhe? 

0 ::"w thit eo^ t,: t'of'Jh:-san,e weight and fineness as the 

" V s 11 



What should be their ‘ , centavo lx* coutinwdi 

(cNi^rrshmddtrii^ 

for jirivate persons and the ^‘^V'wn^'that the Government shall l>e 

VI. Is it advisable to lay do\Mi that luc « 



GOLD STANDARD IN INTERNATIONAL TRADE. 


337 


obliged to give hard-silver dollars in exchange for the subsidiary 
coins presented to it for such exchange? 

If the answer is in the affirmative : 

\\Tiat are the main conditions that should be adopted for effecting 
that exchange? 

Second question. — ■\A^iat transitional measures should be adopted 
with a view to the implantation of the new monetai’v system? 

The following questions are to be studied and solved: 

I. Can and ought the Mexican Government to prohibit tlie im- 
portation into the Republic of j\Iexican dollars that have been shipped 
abroad? 

II. What quantity of the new coins ought the Government to have 
in readiness before beginning to put the new monetary system into 
execution ? 

III. Ought the present coins to be exchanged for the new coins at 
par, at a discount, or at a premium ? 

IV. Would it be well to adopt special rules for the exchange of the 
subsidiary coins? 

V. Would it be well to expedite as far as possible the exchange of 
the old coins for the new coins; and if so, what wouhl lx* the chief 
measures that might be adopted to that end? 

Third question. — Vliat measures ought to be taken to bring about 
the stability of international exchange on the liyj)othesis that the 
ratio in weight to be adopted between gold and silver is to bo that 
of 1 to 32? 

The following questions are to be studied and solved: 

I. Can stability or fixity of exchange and of the ratio between gold 
and silver be attained without suspending the free coinage of silver 
on private account? 

II. Can the same objects be attained without the formation of a 

special fund that shall assure or guarantee the exchange of the silver 
com for gold ? , 

HI. If the answer bo in the affinnative— that is to say, even if the 
formation of that fund is not considered indispensable — is it neverthe- 
les» to be recommended to the Government, and in what cases? 

IV. Whether the formation of a special fund, that shall assure or 
guarantee the exchange of the silver coin for gold, be considered neces- 
sary or only advisable, the following among other questions as to its 
accumulation and operation are to be considered : 

(fl) Ought the fund to be formed of gold or of sliver? 

{h) Ought it to be formed in Mexico or abroad or both in Mexico 
ana abroad i 


(c) ought to be its amount, at least approximately? 

bv « administered by the Government exclusively or 

by a co^ittee or corporation to be appointed by the Government? 

(c) mat should be the cinef conditions of its operation? 

\ . Independently of the closing of the mints to the free coinage of 
silver and the formation of a monetary reserve fund, are there^anv 
other measures which it would be well to advise the GoverSnt to 

Jidin’S;. “ • “* 1».ld b. d. 


S. Doc. 128, 58-3 ^22 
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Fourth {jucstlon . — Is it advisable to counsel the adoption of special 
measures, such as the abolition or diminution of taxes and the like, 
that will save not only the silver-mining industry but export indus- 
tries in general from the losses that might accrue to them from a 
change of monetary system in the Republic? 


Annkx No. 2.— Report or Messrs. Fernandez Leal and Joaquin I). Casasus. 

Silt: The fifth subcommittee appointed to study the various meas- 
ures to wiiich oilier nations have resorted to stabilize the rate of their 
international excliange and to solve their monetary difficulties, drew 
up a programme to whicli its Avork was to be adjusted and commis- 
sioned the undersigned to frame, and give their reasons for, the liases 
of the iieAV monetary system which the Government of the Republic is 
to be counseled to adopt. 

The portion of the programme of the fifth subcommittees work 

assigned to us reads as follows: , • 

hlvHt AA^iich is the monetary system whose adojition is 

to be recommended to the Government? , , , 

The following points are to be .separately studied and solved. 

I Ought the free coinage of gold to be permitted ? 

II. Ought the mints to be closed to the free coinage of silver on 

‘’■'ilf oS'tL Government to l.c nuthorizod to coin a new peso 

(dollar) of silver piece, destined to constitnle. at least tomporardy, tl.e 

bsisis of the monetary circnlatioii of the Kepubhe. 

Tf the iiiiswer is in the a^firl^uti^o ♦ • 

(ff) Ought that coin to be of the same weight and hnones, as the 

^’‘'(M'Xdit it to have the same effigy as tl.e present peso? 

c) wimt limitation ought to he put upon the ipiantity of sihu 

■"^flsilmW^ilifl-i-J^Sidiary silver mon^ 

S' wi:r:^ias::d ™;s,i.ute sneH subsidiary money? 

V. Wliat should be the Icgal-tciidcr capacit} ot tin 

f(>r private persons and the (;„vcrnmcnt shall l.c 

coi'^s preseided to it for such exchange? 

Inat ::i:"ho tlmt sho«ld l. adopted h-r enecing 

"’Tim und;s:igned believe that. -Indever i^ismcs n.^^ 

to stabilize the rate of manner and in 

sarv to modify the pre.sent nioiulaiA x Ik* rcndei'ed 

sue . form that the value of our If " ' i ver, so that onr 

wholly independent of the gold price of the metai, 
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inoiie)' niiiy not continue to suffer the constant and brusque oscillations 
to wliich the price of the metal in question is subject. 

In order to attain this end, private i)ersons must be deprived of the 
right to take their silver bars to the mints of the Republic to have 
them converted into coin; for, though it is true that the unlimited 
coinage of a metal tends to give greater fi.xity to its value, seeing that 
the consumption thereof for monetary purposes is the largest and 
most important of all, it is also true that the value of the metal, con- 
sidered as a commodity, must control the value of the coins of that 
metal as long as the holders of the commodity in question arc entitled 
at their pleasure and without limitation to have it converted into 
monetary units. 

The suspension of the coinage of any money on j^rivate account 
will j)erf()rce tend to enhance its value, because it restricts the (juan- 
tity of money in circulation without abating the ever-increasing de- 
mand which every progressive country experiences for money in 
order to continue to carry on, without obstacle or hindi-ance. its 
commercial transactions of every kind. If the quantity of coins in 
circulation can not be increased in proportion to the increased neces- 
.sity for their use, and if the utmost rapidity that can be imparted to 
the circidation does not suffice to meet the’necessity of employing a 
larger quantity of coins, it is unquestioned that, by the natural ‘opera- 
tion of the law of supply and demand, the value of such coins will 
be enhanced. 

This enhancement of the value of the coins in circulation must have 
a limit, and if that limit, in countries governed by the same principles 
that inform monetary laws, is fixed by the international trade in pre- 
cious metajs which attracts them to points where there is most need 
of them and drains them from those markets where, by reason of 
their very abundance, their price tends downward, the limit in ques- 
tion must be artificially fixed in countries where the monetary laws 
are not based on the fundamental princij)les that should controi them. 

In order to fix said limit it is indispensable to associate the value 

of the silver unit whose coinage is suspended with a gold coin, 

whether the latter circulates or not, whether its free coinage is or is 
not permitted. 

The raison d’etre of the limit consists in the fact that when the 
enhanced value of the circulating silver coins, due to their scarcity 
has once passed that limit gold will ho imported, and whether it be 
coined or not, will regulate prices and will tend to reduce the value of 
the silver com juid bring it back to its proper level. 

The application of this system is nothing else but the adoiition of 
gold monometalism without gold coins m circulation. Gold, as tlio 
ideal .standard to measure values, will govern prices; and for circu- 
lating purpose the money will consist of dislJs of the inetal sil ve - 
il hose value will not depend on the silver which they contain but on 
Uicir scarcity and the possibilty of their conversion into “old 001^” 
JThe silver coins in circulation, thoiio-h thev mnv b^ ^ i- 

-.ted legal tender, will necessarily ba^dUTe prin:^^^ 
late the emission of subsidiary coins, because thev enn 
exportation and by an imperativo “S w H ™main 1 ^ ^ 

-fined to the interior cirrulation of S^ou^iV^ Xerth^at 
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In accui'ilaiice with the foregoing outlines, the new monetary system 
must repose on the following principles: 

I. The opening of the mints to the free coinage of a new gold piece. 

II. The closing of the mints to the free ctunage of silver on private 
account. 

Without doubt, during the first years in which tliis system becomes 
oixwative, gold will not enter into the circulation: hut it is to l)e 
hoped, wlieu the parity adopted between the two metals, gold and 
silver, is attained and the value of the silver moiiey due to its .scarcity 
tends to exceed that parity, tliat gold will be attracted to our mints. 

The possibility of gold being coined involves the necessity of de- 
termining the weight and fineness of the new monetary unit of that 
metal and of the coins which may have to be struck a.s multiples 

thereof. , , • * 

In order to fix the fineness and weight of our gold coinage we must 

take into account the following questions: . 

I. Is the new gold coin to be based on a ratio of 1 to 32 lietwecn 

gold and silver‘d ■ , , , . , - 

II. Is it pref-'rable to make our gold com a suhmultiple ot the 

pound sterling or the American dollar or a mulfiple of the franc, m 
onler to faciHtatc our commercial transactions with Lngland, the 

United States, and France? ^ . ,, *1.,, 

Ill Omdit the new gold coin to he of the same hnene.ss as ti . 

preseiit one, aiitliorized bv our monetary laws, or ought we to adjust 
" .hon Us 1 . 1 . 0 .. nn<. n.lo 


basis lor tnc •• niaximum ol 

comprised between the minimum that the ratio of 

1 to 32. Kevertheless, it .saw of all the studies 

hJ n.uo .iia, .ouid cio.- .i.e few.i 



Yf gold is the monet.ii-v the trade 

pe.-f»n.. the foi.c-tioi. of ,1,, Ihghest iiopo.- 

l±::r ("ir ^.hlini - ;o aeee.,t.,a.e a .i.ore ...arUed te„de,.ey da.lv 


imiro to 111 ^ It 

toward tlie unification of gold coins. 


toward uie uiiiiuuy''** .‘pi ^oin a multiple or siibmulti- 

Thorefore, to make Mexico s ne r- ,,.,*ions with which we ciilji- 

to conform to the decimal ' nrinciples. liut. independ.-nt > 

nih‘s and it is necessary to adopt of « new coin sa\e m 

of that, it is impossible to conceive the emission 



GOLD STANDARD IN INTERNATIONAL TRADE. 


341 


obedience to those principles. Our financiers have been sufficiently 
strong in their condemnation of the fact (hat our present gold cr)in 
is 0-875 fine and not 0.900 fine and to justify their condemnation it 
is sufficient to state that Mexico is the only civilized nation in which 
gold coins continue to l>e struck at the old standard of fineness of ‘21 
carats. 

The law of Xovcmbcr 28, 18G7, directed that the coins should beai- 
an inscription showing the fineness of the metal in Ihousandths, for- 
getting that this was not siiflicient in onler to assure compliance witli 
tile metric decimal system. 

The new Mexican dollar, at the ratio of 1 gram of gold to 32 grams 
of silver, would contain: 

Gram. 

Pure gold 0, 7C,:5S 

Gold 0.000 fine . S-lSU 

If the new gold dollar is made the one-tentli jnirt of the pound 
sterling, it would contain : 

Gram. 

Pure gold _ 0 

Gold O.UOO fine 81 

^ If the new gold dollar is made the one-half of tlie American dollar, 
It would contain: 

T> . , Grnm. 

Pure gold f, --o-j 

Gold 0.000 lino .’''"I.’"!?! silS) 

If the new gold dollar were made equal to 2.50 francs, it would 
contain : 

Pui-e gold ^ 

Gold 0.000 flue ’ r r " ■ ' ' Sim 

Tlie ratios between gold and silver, according as tlie siibmultiple of 
the hnglish or American coins or the multiple of the French coin 
ui'c tiikcii fis the bcisis, would be as follo>YSj 

One-teuth part of the pound sterling, the ratio would be 1 to^^T? 

^ American dollar, the i-ntio would be....:"' } \o P'Js 

^lultiple of the franc, ratio , ^ 

As will be seen, if the ratio of 1 to 32 is adopted, the gold peso will 
have toIoS— "" existence, becauJ^ it will 

'"aSn? S"'' geld Of the fine- Gran.. 

In excess over the half of the’ American do'llar 

In excess over the multiple of the franc ‘ 

we approach as much as possible to the ratio of 1 tn To f ^ 

and to which we sell most of our export nrodLtQ T? * f ^ 

?s^^r 

a snbmultiple of the pounS « 
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England is insipiificant in comparison with our commerce with the 
United States of America. 

Tlie new ^old dollar, by reason of its small size, would never be 
coined : Imt for purposes of circulation we could adopt the ‘‘ escudo •’ 
of $5 with 3.7Cilo grains of pure ^old or 4.1795 grams of gold 0.900 
tine and the $10 ounce with 7.523 grams of pure gold or 8..V)}) grams 
of gohl O.'.KK) line. The $5 “ escudo *' would he a coin of much use in 
circulation because it would lill a place corresponding to the 10-franc 
piece in Erance and other countries of the Latin Union and the half- 
sovereign in England; and the $10 ounce would be the coin for large 
transactions, taking the role of the pound sterling and the j)ieee of 
20 francs or 20 marks. 

The undeisignetl have not thought fit to recommend the coinage of 
the old ounce of $20. for a very long experience demonstrates that it is 
nnsnited for circulation and is only serviceable for hoarding purposes. 

The basis, therefore, of the monetary law would 1 k‘ the gold dollar, 
and the coins in circulation would be the “escudo” of $5 and the 
ounce of $10. 

The closing of the mints to the free coinage of sdver on private ac- 
count is the measure which the new monetary system most urgently 
demands, for on its adoption depends the dissociation that will de- 
velop between the value of our dollar in the interior circulation and 

the value of the metal— silver— which it contains. 

The adoption of this measure involves the study of the following 

L ^Omdil the present dollar, whicli. whatever else it is, is chiefly one 
of our oTdest histtu-ical monuments and the trade com par exndhmce 

aS? a. a ...a.,.. 

sider that llie coinage of a new dollar is lndl^pen^al^h. 

"Their opinion is (aiseil on the f<:llo-n^r 


inion IS l>ase(i on in< 1 1 \rpy;/.j|n 

I. Th<. naUity »f in-eventiafr tha nni-maatum of tha ol.l M.xuai. 

dollars. 

II 
of 
enc. 

The CO, opiate aisappaa..anae of all the a,lva,..a,as p.-av.ously 
aiata<l with the old Jlaxiaaii dollai'. 


i^'Th.. axpa.ha.,cy of .•a,..la.-i.,, .lilliault the ao,n....fai^ 


value Vhiah tha co,n .uonatary r . 

niatal whiah it aoiitains. Aa tlu . ■ • baloiijis to it as sih> ' 

i„ impni tioi; to tha dollai- a J ..V'n'; i^uld uot ?ulfill >'s phj-'- l. 
Iiiillion. il IS iimpiastiouad , p circulating outside of 

if tlia laiiiiiiortation of the iiiillious ot ,1011.11 

the country were to be ])erm!tteil. 
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The mere prohibition of their importation or the creation of a duty 
that would be tantamount practicallv to such a proliibition would not 
be a sufficiently efficacious measure ^or the attainment of the (iovern- 
ment’s wishes. Speculation glides through doors that can not be 
shut in its face, and finds a locus standi that can not be withdrawn 
from under it. 

The cost of coining the new dollar would be more than compen- 
sated bv the guaranty which it would afford to tlie future circulation 
of the country. 

But, independently of this circumstauce. it must be borne in mind 
that our present dollar leaves much to be desired as a coin, and read- 
ily lends itself to the purposes of the counterfeiter. The necessity of 
conserving the prestige which our dollar had won in the Far Fast, 
and of maintaining the higher value which it once attained as a coin 
over its bullion value, has acted as an insujjerable obstacle to the 
modification of our dollar by the (iovernment in such manner as to 
render its falsification if not impossible at any rate extremely diffi- 
cult. Our dollar is very far from being an artistic model, as every 
coin ought to be, and the imperfections of its design, the poor finisii 
and indistinctne-ss of its milling invite counterfeiters to imitate it. 

Now if the old dollar is retained, the enhancement of value given to 
it over its btdlion value will still further encourage counterfeiters, for 
they will be able to counterfeit it without altering either its fineness 
or its ‘Weight, and such counterfeiting will produce the very efi’ects 
which it is devSired to obviate by prohibiting the reimportation of 
Mexican dollars. 

On the other hand, what is to bo gained by retaining the old 
dollar? Except that the cost of coining a new dollar would be 
saved, it can not be said that any advantage would hv. secured. The 
value in excess of its bullion value once attained by our dollar on the 
London market no longer e.xisls, and the new monelary laws which 
are on the point of being i.^vsued for the French and English posses- 
sions, for the Philippines, and perhaps for the Chinese Empire, will 
deprive it of the legal tender character which it has hitherto enjoyed. 

In fact, in a very short time the new dollar which the American 

Government has ordered coined for the Philippines will be put into 


Ti! • 1 V. uoiiar; me nntisii dollar has replaced 

the Mexican dollar in tlio Straits Settlements, Hongkong, and 

Labuan. and the international exchange commission appointed bv 

draw governments has undertaken to 

Uon bl ‘ civilized woild to the necessity of the adop- 

tion by Uiiiia of a monetary system of its own. ^ 

oriiriti ^11 when these measures shall have been 

adopted, will have conic to the end of its career as a trade coin and 

like the thaler of Maria Theresa, it will survive only as a memory of 
In what proportions ought it to be coined? 

-..n'lrr szr s 
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argument is tlie desirability of not altering the basis of pendino- con- 
(racts througliout the Uepuldic. * 


me leai \aiue oi me money owed, a stipulation has always ueei 
ilueed into contracts to tlie etl’ect that, in the event of a new money 
coming into existence, the debtor wdl only be held to have met his 
liabilities when he shall have delivered a quantity coinciding in fine- 
ness and weight with the present coin. 

Now. in oi'der that this stijiulation, v.'hich is countenanced by the 
civil law, may be complied with without imposing a sacrifice on the 
debtor and originating dithculties of every kind in the carrying out 
of |)ending contracts, it is necessary that in creating a new coin said 
coin shall be of the same weight and fineness as that at present in 
circulation, iir order tliat it may be received without dithculty and 
that payments made therein may constitute a complete release to 
debtoi'S. 

On the other hand, in consummating a monetary reform it is the 
duty of the public administration, as an essential condition of the suc- 
cess of that reform, to take such measures as will assure the ready 

acceptance of tlie new coin hy all. 

Now, to assure its acceptance by the public without difhculty. it is 
necessary that it shall continue to constitute a complete relea?^* from 
debt to all persons through whose hands it passes and that it .-hall 
serve definitelv to satisfy and extinguish pending obligations. 

This assuredly does not mean that the new silver dollar will have to 
contain 27.073 grams of a fineness of 0.!)02T7. We think that the new 
.lollar mav be considered o<|ii.al to the old one if it contains the sinne 
, 11 , antitv of pure silver-tliat is to say. tlie dd.ddl ■Trains eonlaine.l In 
tile okl'Me-xican dollar. The fineness inay he l).!ll)0, and "hat inaj 
he lost throujih the difference in fineness "ill he made n|> m "e]f.'h ; 
so tfmt insteid of containing I'TOTli grams ,t wdl contain di.t-.h 


gi-ams. 

r 


V 


Thus the now dollar may be equal to the old one and be a decimal 
oin .'Ontaining dT.ir,,', grams of silver O.lMItl hue. 

In what quantities is tlm new; 'll, 


tionaiue tiiai uu' 

to the <inantity at pre.^ent in nuantitv in cirenlation. and 

Thvrl. is no old coins, which 

there would he '"7 'j,, commercial transactions, in 

r t "f Kr-lt hlLi mstead of ex..hanging them hir the 



ivqiiircmcnts of circulation, the gic. which the two metals, 

attaining the parity inherent to the ratio at ^^luch 

jrold and silver, would be eoiiu'd. 
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In accordance with the above considerations the new coin may con- 
form to the decimal system; it will bo equal in value to the old coin 
because it will contain the same quantity of pure silver; it will bear 
a different effigy in order to distinguish it; and it will be issued in 
quantities sufficient to be given in exchange for all the old coins at 
present in circulation. 

No one can question the expedience of taking advantage of the 
monetary reform that will be curried out to issue new subsidiary or 
token coins of silver. 

As a matter of fact, the present subsidiary silver coinage, or, in 
other words, the pieces of 50, 20, 10, and 5 cents at present in circula- 
tion have been and arc subject to the gi'eat drawback that the metal 
from which they arc coined is of the same fineness as the metal from 
which the dollar is coined; that is to say, 0.00277, and that their 
weight is proportional to that of the monetary unit, so that, in conse- 
quence, they'are unlimited legal tender. 

Our subsidiary coins do not conform to the jirinciples that should 
regulate such coins; for if they are and ought to be exclusively 
destined to facilitate the small transactions which the life of a com- 
munity renders indispensable, their legal-tender capacity ought to 
be limited and tlie value of the metal which they contain ought to be 
less than their value as coins. 

The subsidiary' coinage of almost all the nations of Europe is now 
in conformity with these principles, and owing to that circumstance it 
is able to remain in circulation and to render the important services 
for which it is intended. 

When a subsidiary coinage is made of a metal of which the value 

is equal to its coinage value, it can not easily be kept in circulation, 

for such coins prove exportable like coins that are unlimited legal 
tender. ® 


If a subsidiary coinage has very precise and necessary functions to 

perform, it must not be exportable; it must always remain in the 

interior of the wuntry, and in order that those objects may be attained 

without any difficulty there must be a difference between the conven- 

lional value of such a coinage and the value of the metal which it 
contains. 

accumulation of this conventional coinage 
in the hands of the public, its legal-tender capacity must restricted 

This restriction is tfic rule that secures an 
equitahle distribution of this class of coin in the circulation, for 

.the mtereste of its holders it rendoi-s the services 

in pi-incipl^, which are the soundest known 

he nlw are of the opinion that 

tary unit ought S beTsoo Zf mone- 

This would be a ver^ opportune occasion to withdraw from circula- 
tion the silver 5-cent piece, which is too small a coinrandZ siiWect to 

r??*? , frequency with which it enters into the daily 

transactions of the people. All countries which had a coin similar to 
our silver S-cent piece, such as the EngUsh 3-pennv pTce and the 
^erican com worth one-twentieth of a dollaV, have eTther wit ! 
^awn it from circulation or replaced it with a niolrAl Anin t> u 
m our case a substitution of thi^ kiS 
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would be better to suppress the coin in question absolutely, without 
issuing a new one in its stead. 

The half-dollar, the '20-cent ])iece. and the 10-cent piece will then be 
of the following weight and fineness: 

Grams. 


Tlio 

Iialf ilollar will ( 

‘ontain in 

pure silver 

10. 

8024 

The 

hair ihtllar will eotitain in si 

liver U.SUfl line , 

13. 

.'•78 

The 

2(l-<'ent iiieee will 

contain 

ill 

1 pure silvta* 

4. 

3448 

'!'he 

20-eeiit |)ieet> will 

coiitai]! 

in 

silver O.SOO line.. .. ... . 

- . n. 

431 

The 

10-eelit [ih‘ei> will 

contain 

in 

I»nn‘ silver. . 

0 

172 

'I'he 

lU-eeiit piece will 

contain 

in 

silver O.S(H) fine 

^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 9 

7i:> 


'riu* legal-tender cai)acity of the new subsidiary coinage may he 
limited to $20. this limit being observed both in the relations of pri- 
vate persons among one another and of private persons with the (iov- 
ernment. This limit would he more or less the same .as that to which 
silver money is subject in England, where its legal-tender capacity 
does not exceed 40 shillings. The limit in question is sufficiently 
prudent and will suffice for the object had in view. 

The undersigned do not consider that it is necessary to introduce 
liny change in the present bronze centavo. 

vSince the emission of the centavo was adjusted to the priiiciples 
which should regulate the emission of such coins no further difficulty 
has occurred in its circulation. It is received by the people without 
hesitation and every day the field of its usefulness gi-ows wider. 

The decimal coinage (piestion. which for so many yeai-s was^ju^t y 
a source of anxiety to the public autliorities, has been ilehuitelv 
solved, and the mere incorporation of the preselit laws into tlie ue« 
iiionetarv law would siiflice to assure the continuation of the coma a 
ill the future, subject to the same system as at present regulates its 

'"'riie’diameter and margin as to weight and fineness of <l'>‘ “'j"; 
silver and gold coins may continue to be the same as provided bj 

decree of November 2S, 1807. 


di 


any tax on the mintage of ?<>>'} «>'““■ f „ .„.ovaleuce of the 

it is probable that during the «>' ‘.'Y'' p,„ j,, „,.,ler to 

,w svstem. gold will m-t hr .I. ' i, would 


new system, gold will imt ue " p^^into coin, it would 

encourage the liolders of ‘o roi,,.,!. thereof free. The liritish 



JoAgriN 0- CASAf^i'5* 

M. EkRNANDEZ liEAL. 


Mexico, September 2.9, 1003. 
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Annex No. Report of Messrs. Ricardo Granados and Everaiki HEOKWiHt’ii. 

To the pre^iident of the fffh ftnhrommitiee 

of the monefanj cominisHion, prenent : 

In Iho distribution of work juloptwl iiy tiic (iflli siibconunittpo, with 
n view to tlio formation of u project of monetary reform, the second 
(piestion, roferriii" to the transitional measures that sliould he adopted 
to place the monetary circulation on a nt*w basis at tlie hypothetical 
ratio between gold alid silver of 1 to •V2, was assigned to us. In the 
form wherein it was suhiiTitted to us the (piestion was as follows: 

^Tiat transitional measures should he adopted with a view to the 
imnlantation of the new monetary system ^ 

The following questions are to he studied and solved : 

I. Can and ought the Mexican OovernnuMit to jirohihit the importa- 
tion into the Republic of Iilexican dollars that have been shipp(‘d 
abroad ? 

II. What quantity of the new coins ought the Government to have 
in readiness before beginning to iiut the new monetarv svstem into 
execution ? 

III. Ought the present coins to he e.xchanged for the new coins at 
par, at a discount, or at a premium? 

IV. Would it he well to adopt special rules for the exchange of the 
subsidiary coins? 

V. Would it be well to expedite, as far as possible, the exchange of 
the old coins for the new coins, and if so, what would he tlie chief 
measures that might be adopted to that end ? 

We were certainly not impervious to the ditficulties which the solu- 
tion of the present problem involves, and, fearing that the exclusive 
application thereto of scientific theories might lead us into serious 
errors, we thought that the safest coui-se was to look for precedents in 
other countries whose situation has been similar to that in which we 
are placed; to draw inferences from the teachings of practice and 
to fill in or correct, to the best of our ability, the gaps or deficiencies 
that might seem to us to exist in the methods used in like circumstances 
by foreign governments when those methods came to he applied to 
our own case. The present epoch, from a monetary point of view is 
characterized by continuous decline and violent Auctuations in the 
\'alue of silver as compared with gold, and in view of that fact we 
liaie given our attention to the study of the monetary reforms intro- 
duced durmg the last twelve years in Austria-iruiigarv, Japan, 
British India, and Peru. We have refrained from entering into con- 
siderations in regard to such countries as Chile and Argentina, in 
which, for various reasons not directly connected with the difficulties 
frustJJted' question, the desired reform has so far been 


cvems ana me 

X • 1 • . • —* — autlioriz6 tlic national hnnlr 

to issue a large quantity of legal-tender paper currenev so that In 
consequence silver di^ppeared from circulation. The fluctuations n 
tlie premium of the silver florin as compared with paper in the twentv 
five jrears which followed are not of great interest to ns Wnf „ ? ‘ ^ 
that IS worthy to be taken into consideration is that whenVc rapid 


I 
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.... ................ ..oj)t the cireuliition within 

certiiin limits nnd did ii»t nuike use of its right to redeem said circula- 
tion ill silver, linving already made up its mind to adojit the gold 
standard. Bid this fact demoii'^trates to the point of evidence that 
the value or purchasing ])o\ver of the monetary unit depends almost 
exclusively on the (luantity thereof in circulation. Though tliis 
phenomenon is instructive and in consi*(|uence useful to our studies, it 
must he acknowledged, on the otlier hand, that the methods adopted 
hy the Austro-Hungarian (rovenunent are inapplicahle to our case in 
Mexico, for in passing from a fiduciary standard to the gold standard 
that (lovernment was easily able to adjust the value of the new unit 
with entire exactness to the average value of the old unit in the last 
ten yeai’s. which it would not have heen able to do if the old unit had 
been of silver, as any advance in tiie value of that metal subst*quent to 
the conversion would have produced an exodus of silver in accordance 
with {Iresham's well-known law. Similarity of circumstances, there- 
fore, does not exist between Mexico's situation at j)res(*nt and the situa- 
tion of .Vustria-IIungarv when that country etiected its last monetary 

reform. . , , 

The fTovernment of Japan had declared itself in favor of the gold 

standard in l<S7l. but certain errors committed at the time that the 
measure was adopted, the civil war of 187T. the diversity of silver 
coins, and the excessive quantity of paper money m circulation 
hindered the reform for some time, and it was not until the year IH.u, 
iiftcr tlic will' witli China, that tin' indeninit.y paid liy the lY*"'.;';’"'': 
In- was utilized to iiitiodiice the f-old .standard once for al without 

rekrirtions and ipialifications. Wth a view to '•'■'“'"‘"r ‘'"f 

ure elleotive, the :51st day of .luh, 180S, was '1;’, ^ : 
..vflviiuriiur tlie necessarv imrtion of silver in ciiculation foi tlu luw 


already said and will proceed id 

i™,j ^ 



tioii under tlie P>■‘*^"^7■V"y^‘;;X;^deI)reeiation of the white metal 
Tlie silver rupee, which bofoie the depr ^ ju 

was wortli L>s.. or 24d., was fallen to 

l.s;ir>. The value of that com Indi-in’govcriimcnt to sup- 

iRid t.prhnn associations petitioned the Indian goMii 
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press the free coinage of silver; but on that occasion the answer given 
to them was that there was no reason, for tlie present, to modify tlie 
existing standard. As after that declaration the depreciation of 
silver continued and its fluctuations be/j?an seriously to affect trade, 
the government in 1878 made up its mind to consider the adoption 
of the gold standard, with the proviso that the circulating medium 
should continue to be composed exclusively of silver, to wliich the 
people had become accustomed. Some years elapsed, however, before 
this idea took concrete shape, owing to the fact that, as in Mexico, 
there were many persons wlio believed that the value of silver would 
again become stable, though not perhaps at the old ratio of 1 to !(>, 
or that an international agi*eement would be reached. The interna- 
tional monetary conference which met at Urussels in 1802 terminated 
without practical results, as previous conferences had done, and then 
it was that the Indian government resolved to introduce the monetary 
reform, which consisted in stabilizing the ratio of the silver coin to 
gold without, for the moment, putting gold into circulation. 

In accordance with this determination a decree was issued on June 
23, 1893, closing the mints to coinage on private account and laying 
down that in niture rupees would be sold at IGd. gold each. Tlie 
Government rightly calculated that inasmuch as, other things being 
the same, the value of a coin depends on the quantity of it in 
circulation, the value of the rupee would have to increase as a result 
of its growing scarcity consequent ujion the suspension of its coinage. 
On the other hand, the market s highest limit would have to be Kkl., 
seeing that at that price rupees could be bought from tlie government. 
The rupee, which had been worth Uld. in 1893, first underwent a 
depreciation on account of tlie large quantities which speculators 
threw upon the market in expectation of the reform. But aherwards 
the rupee gradually rose until in 1898 it was worth ICd. The contrac- 
tion did not fail, however, to cause some crises which, du restc, were 
not more acute than those which had previously been occasioned by 
the decline of silver with its concomitant fluctuations. Since 1898 
the rupee has been maintained, save for slight variations, at the legal 
parity of ICd. The slowness of the rise in the value of the rupee inav 
be ascribed to the slow expansion of public wealth,the years 189G-1898 
having been years of famine and bad crops, as well as* to the fact that 
in tliose years gold was scoring a higher purchasing power as com- 
pared with the principal articles of consumption, as proved by the 
tables of the noted economist Sauerbeck. 

A method similar to that of India was adopted by Peru to estab- 
hsh the gold standard with an actual circulation of tl.iat metal. The 
Government of that Republic having become convinced of the neces- 
•sity of a reform issued on April 9, 1897, a decree closing the mints 
to the free coinage of silver. In regard to the “ soles ” that were 
circulating abroad, principally in Contra! iVmerica, it was decreed 
that inasmuch as they had become converted into a commodity by 
the mere fact of their exportation from the national territory they 
wuld only return thereto as a commodity.” In the following ‘articld 
of the same decree it was ordered that the “soles,” which mi<rht be 

returned to their owner In the 
form of bars. The growing scarcity of silver coins has in fn^f 
caused the value of the;* soles” to ‘rise to legal^rit^ 
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gold in fair quantities, so that at present gold and silver circulate at 
par at the legal ratio of 10 ‘‘soles” for 1 Peruvian pound, which is 
equal to the pound sterling. 

The present situation of Mexico possesses considerable similarity 
to the situation in Peru, before the latter nation etfected its monetary 
reform, for Peru also had the silver standard, and a large quantity 
of its coins were in circulation abroad. We consider Peru's methods 
worthy of imitation with some moditications, especially with respect 
to the coins circulating abroad. The Governineut of Peru confined 
itself to prohil)iting their reimportation, which, in our case, does 
not seem a sufficiently efficacious measure for the future, for we 
deem it iiecesary to strike a new coin which will be given in exchange 
for that at present circulating in the Ke^niblic and which, after the 
consummation of the reform, will alone be legal tender. 

In view of what we have said and of other considerations which we 
will offer later on, we would recommend the following transitional 
lllGUSlirGS I 

1. Upon the publication of (he decree of reform the mints will he 
immediately closed to the free coinage of silver and the reimi)ortation 
of Mexican' dollars of the present legal issues will be prolnbited under 

the severest penalties. 

2. The Government will proceed to com as soon as possible a silver 
dollar containing the same quantity of pure metal as the present dol- 
lar, of a new design, which shall be as perfect as possible, and said 
dollar will be exchanged at par within Hfteeii months for the dollar at 

nresent circailating in the Kepublic. , , • • 

3. The new subsidiary silver coins will also be given m 

for the present ones at par within the same period of time, but 
Government may extend tliat period if it deems tit. /j^vern- 

4. In order to consummate the coinage of new "‘"Yi .‘llion dollar^ 

ment will have to provide itself with ^ 

either Iry means of a pnhiic f,, return for speeial 

tlirongh aclvaneenients to lx- inatU b, tin ' ■ . . .yes 

certificates, which they '“t'.v eompnie as |x t ofjh^^ 

2k yz pon^. h;.;' 

- A I 


,1,, •c'»' I'™:';;;" ”«• 

l;ilf “ '”i; f, * 

,vhich tiK' of ’e' ,iiv,T .wie 

''t.'Vn rifengaglSInents to J.a.v 
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the parties insist upon fixing the quality and weight of the coin, the 
debtor shall be entitled to pay in legal money, at the inarU<*t price 
on the day when the debt becomes due, a quantity of metal corre- 
sponding to the amount which he owes, if he can not pay in the stipu- 
lated coin. 

10. In the case of engagements to pay. contracted prior to the 
publication of the decree of conversion and iH'coming due subscfiueiitly 
to that decree, the debtor will be entitled, in case a rise in the value of 
silver brings about the replacement of a considerable (piantity of 
silver coins by gold coins, to effect payment in the latter, in whicli 
case article 1453 of the civil code of the federal district will be without 
effect. 

11. If an advance in the value of silver should enhance the value of 
the silver dollar above tlfe ratio mentioned in the foregoing clauses, 
and the mints should be unable to meet the demand tor gold coins 
with the necessary promptitude, the government may invest American 
gold coins with a legal tender character until they can be replaced by 
Mexican gold coins. The American gold coins will, in such an event, 
be received at the rate of 2 pesos per dollar. If such an advance occur 
before the Government has provided itself with the necessary dies, the 
exportation of subsidiary coins will be j)rohibite(l. 

12. Two years after the date of the decree the coinage and importa- 
tion of dollars of the present issue will be permitted in the cai)acity of 
a commodity. 

For the better comprehension of the ideas that have guided us in 
presenting the foregoing programme of conversion we beg leave to 
make some complementary observations. 

Starting from the principle already laid down that the appreciation 
and stabilization of our dollar can only be brought about l)v restrict- 
ing its circulation, it has seemed to us indispensable tliat the closing 
of the mints be. supplemented by the strict prohibition to reimport 
Mexican dollars of the present legal issues in order to prevent the 
return of the dollars that are held aoroad, principally in Asia, causing 
the depreciation of the dollai's circulating here. 

In order to provide a new monetary circulation we have estimated 
that three months would be necessary to make the new dies and a year 
for the actual work of coinage, giving a total of fifteen months. By 
coining 10 million dollai*s per month, which will given in exchange 
miinediately for dollars of the present issue, we think that a loan of 
$18,000,000 would be sufficient for the Government's purposes. 

According to our tenth proposition pei-sons who may have con- 
tracted engagtmients to pay, prior to the decree of coiivei-sion, are 
tmtitled to pay m gold, if the latter metal shall have replaced silver 
by reason of an extraordinary appreciation thereof. In view of the 
fact that our projected law in general favors the creditor, it seemed to 
us just to make in this case an exception in favor of the debtor. 

Our eleventh proposition also contemplates the contingency of an 
appreciation of silver resulting in the exodus of that metal and its 
replacement by gold. In such an event there would be a risk of a 
depletion of cash, which, we think, would make it desirable to invest 

ifZ TJ } -r" P^°Yis>onally with a legal tender character, and 
it the new subsidiary coins, which on account of their lesser value 

ould not leave the country, shall not as yet be in circulation, we think 
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iliat tlie exportation of the present subsidiary coins should be pro- 
hibited in order that there may not be a scarcity of such coins for 
small transactions. 

The above is what we have the honor of proposing to the fifth sub- 
committee that it may reach a suitable decision. 

R. G. Granados. 

E. Hegewisch. 

Mexico, October 7, 1903. 


Annex No 4. — Necessity of a Reserat Funi>— Opinion of Delegate Genabo 

Uaigosa. 

Third question . — AVhat measures are to be adopted to bring about 
the stability of international exchange on the hypothetical basis that 
the values of the new coins of gold and silver that are to be struck are 
to be in the ratio of 1 to 32 of the weight of pure metal that each 

contains? 

This question, which I do not hesitate to consider as the basic ques- 
tion of the whole monetary problem, has given rise to such ditferences 
of opinion among the membei-s of the special section of the fifth sud- 
committee-differencos wliich it has been impossible to overcome by 
verbal debates— that it has become necessary to state them in \witing, 
with !i view to the methodical condensation of the considerations - 
fliiencin;; each of the persons maintaining opposite f 

tlie further ohject of complying with the siiggestioii of 
finance that each inemher of the monetary commission should ex us. 

h!s hWirnlu this momentous question. The views, there ore . 


1. In order lo get nu ui 

but to adopt the gold 'vdli or ^ by the 

In the. case of the latter 1; divesl itself of all rela- 

iiionctary commission, (.oniposed, to emancipate itself 

\v\i]\ iho motal of which it is con I ^ i i^npomo 


v'A-v* ^ 

(lo^roe of proximity 
relationship of values. ,„l„nted bv the inoiietarv commis- 

j„“; ^ 

• lirSii'V ins sr-tsT-f™ 

sarv to bring about legal jnid the gold unit, 

it permanently between the new ^ efficacious method 

itself to the foUowmg points: (D ''“at ibiuci 
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to elevate artificially the gold value of the new silver coins to tlic 
legal parity? And seconcfly, what is the most efficacious method of 
assuring the permanent fixity of international exchange when the 
parity shall once have been realized? 

V. In order to elevate artificially the gold value of the new silver 
coins to legal parity there are two fundamental methods which sup- 
plement one another: 

(fl) Limitation of the quantity of the inferior metal coined. 

{b) The convertibility of the new eoijis of the inferior metal into 
the superior metal at the rate fixed by law. 

VI. The former method brings into play the law of mf)nopoly or 
the enhancement of value caused l)y scarcity. The closing of the 
mintsS to the free coinage of silver thus figures a condition sine qua 
non of the monetary reform. The commission has been unanimous 
in the adoption of this feature, 'rhe mints will turn out the new 
silver coin merely in the amount necessary to replace the old coin. 
Wien the old coins shall once have been called in or melted the mints 
will only coin silver dollars in exchange for gold. If gold is not 
offered at the mints in quest of silver dollai's, the quantity of silyer 
dollars circulating in the country at the date of the coming Into opera- 
tion of the new monetary law can not Ik* addeil to. The stock of silyer 
dollars will therefore be restricted to the supply thereof in the coun- 
try at the time when the exchange of the old coins into the new coins 
shall have been completed. If commercial or other necessities cause 
the exportation, or reduction in other ways, of the circulating supply 
of silver dollars, the law of scarcity or limitation of supply will come 
into play and will manifest itself in the ai)preciation of the remain- 
der, Kven without exportation or the withdrawal of dollars for 
hoarding purposes the mere expansion of business and the increase of 
the population will produce the same results by reason of an increas- 
ing demand in the face of a supply which the absence of additions to 
the stock of silyer dollars causes to remain stationary. 

VII. But will the normal operation of the law of scarcity, will the 
closing of the mints to the free coinage of silyer suffice to bring about 
the legal parity of the new silver coins with gold and the stabiliza- 
tion of mternational exchange without entailing difficulties and 
periods of monetary crisis which, owing to their intensity and dura- 
tion, will cause evils that will perhaps outweigh the benefits that 
may legitimately be expected from the monetary reform^ This is 
where the difference of opinion begins. Mine is strongly negative: 
tlm opinion of my honorable colleagues on the subcommittee is 
affirmative. From their point of view there is no necessity of a 
reserve fund which, cooperating with the law of scarcity, shall abridge 
the peiiod of transition, mitigate or ob\uate crises, regulate the cir- 
culatnm, inspire confidence and certainty in the efficacy^ of the reform 

solfdffv^nf form or another a possible guarantee as to the 

solidity of the new monetary system. They consfder that the reserve 

fund can never be nect^ary, and that at the most it may be desirable 
after, but not before, the practical attainment of legal parity. “ Let 
t^monetary law be issiieS,” say they, “ let tlie minte be clold to^e 
free coinage of silver and await the results. If, after the lanse of a 
~ble period the legal parity and the stahilS of elctange 
are not attained, it will then be tune to think of a reserve fund.” ^ 
S. Doc. 128, 68-3 ^23 
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VIII. Experimentally this opinion seems to have strong support 
in the result of the methods adopted by the Indian government to 
elevate artificially the gold value of the silver rupee to lOd (le^al 
parity) without the aid of a reserve fund, as well as in the official 
opinion expresserl by that government in 1808, to the effect that the 
rise in the value of the rupee subsequently to 1894-95 was due to 
the contraction of the cuiTenev. and that the same cause would con- 
tinue to act in the same direction so long as the mints were closed to 
silver." Thus it would seem that it might be inferred from that 
example and that opinion that the mere effect of the law of scarcity 
or currency conti'action would have be(m sufficient to raise the gold 
value of the silver rupee to legal parity without the need of a reserve 
fund. 


IX. Nevertheless, the committee appointed by the British Govern- 
ment under the chairmanship of Sir Henry Fowler to study the cur- 
rency questions of India affirms in its report of July 1. 1899, that ” it 
has not been proved that the rise in the value of the rupee since 
1894-95 is due solely to relative contraction of the Indian currency; 
and it mav be that it is not due mainlv to this cause. It is not cer- 
tain that there has lx*en anv contraction of the Indian currency which 
has materiallv affected the exchange, though it may not unreasonablv 
be inferred that there must have been some contraction and that such 
contraction has had some influence on the exchange value of the rupee. 
On the other hand, there are causes other than contraction of tlie cur- 
rency which affect the value of the rupee and 
London. Large borrowing in London on account ' 

the relative importance of these ^^ed with the effect 

amount of their influence on ext la ‘y ' ‘ . jj precise degree of 
of a contraction of 

influence which any or all of the . .^-.^1 certain that the 

tion in the exchange. Nor, on the i8C)4_9.5 was due 

unusually low rate of exchange . currenev. The closing 

.solely to a relative redundancy of disturbing 

influences which may have account, and 

closed, there has also been large bor tlie normal 

there have been in fUaia while fluctuations have 

;rn“ex;erited^n'tnoreig.r trade of Ind.a. duo to fauune and 

either favorably exchange is the reduction in the 

had a favorable effect «a the Indian exchange ^ ^ 

imports of silver due to the without qualification, the 

^ve have just stated, we are rupee since 1894-95 has l>een 

opinion that the rise in the va ue ^ ^.P^f the Indian currency, 

dlie. wholly or mainly to a rehltl^e jtio„ that a reduction m 

and though we accept m principle th F. f (he rupee, we are 

the number of rupees tends to . necessarily be direct and 

not prepared to admit that such effect must necessari 
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)t proauct*, a periou oi in inu inuiaii iiiuiiu^V iimi ntM. 

X. India’s example does not, therefore, prove, as at first si^lit it 
might seem to. that the closing of the mints and the contraction of 
the currency, due to the indefinite withholding of now supplies of 
silver dollars, will suffice to raise the new coin to a legal parity witli 
gold and to stabilize exchange. On the contrary in regard to India 
itself, in addition to the other causes pointed out by the Fowler com- 
mittee as factors in the rise of tlie value of the rupee, we havc^ to take 
into account tlie considerable issue of paper money made by tlie In- 
dian Government, after liaving deprivecl the banks of the right to 
issue notes, the system of drafts on India established by the British 
Government, on the basis of a gold fund deposited in London and the 
constant increase in the output of gold from the mines of India, for 
all these causes which, in the aggregate, tended to curtail the expor- 
tation of gold or to increase the country's stock of gold, also tended to 
augment the gold value of the rupee. Consequently India's example 
does not seem conclusive in favor of venturing tlie entire success of 
monetary refoi-m on nothing but the closing of the mints to tlie free 
coinage of silver, especially since that same example has, on the other 
hand, demonstrated the dangers and inconvenience which that countrv 
has passed through during the long transitional period of five veai^ 
that the rupee required to reach the desired paritv. as stated in an 
official document of the same Government quoted by Fowler as fol- 
lows: “ The government of India is anxious ‘ both in the interests of 
the State and of the mercantile community,’ to terminate the period of 
transition without further delay— in the interests of the State, because 
it would be cheaper in the end to acquire a reserve of gold bv borrow- 
ing, and thus keep the exchange value of the rupee at a steady level 
pt IG pence than to bear for years the burden of expenditure entailed 
by the lower level of the rupee; in the interests of the commercial 
comniimity because it was not desirable that their legitimate business 
should be hampered and embarrassed by tlie uncertainty of exclinmre 
thp confidence in the stability of the rupee discouraged 

In and available capital was remitted 

to England whenever the exchange value of the rupee rose to a high 

not easy in official language to lament more eloquently 
f in trusting to nothing but the influence of tlm 

closing of the minte and the scarcity or contraction of the cuitoiicv to 
bring about an artificial rise of the silver coins to the legal paHty nor 
more clearly to state the drawbacks and the inconveniences uici(feiit'il 
wh ch wf IhI"" instrumentality for the regulation of the current 

lyOl, is the most essential of the proWsions to mnintnin o/\r.A^ • ’ 

ment of capital with the resul'tiog increase pro^rnd 
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the revenues of the ishinds.’’ And in another part of the same report 
he says: “The liinitation of the quantity of silver coined and the 
interehan^reability of the cheaper.metal with the standard metal at the 
ratio fixed by law are the inflnences that have operated in the United 
States to keep at par with gold a mass of silver currency of which the 
bullion value is far below its face value.” 

XII. The government of India itself in its dispatch of March 3, 
IShS, when proposing the withdrawal of :24 million rupees in order to 
steady tlie gold value of the rupee at tlie legal parity, dwelt on the 
necessity ot melting down that sum in l)ar silver, but “having first 
provided a reserve of gt)lil both for the practical purpose of taking the 
place of the silver and in order to establish confident in the issue of 
our measures, tlie first step was to take powers to borrow sums not 
exceeding in the whole million pounds sterling and at once to remit 
f) million pounds sterling in sovereigns to India as a first installment. 
If exchange remained at or above Kid. there would be no further step. 
But if, and so long as. the exchange fell below Kid. tlie government of 
India would take rupees from its lialances. melt them down, s^ll the 
bullion for other rupees in India, pay these other rupees into its bal- 
ances, and finallv make good tliereto the balance of loss with part of 
the borrowed gofd.” These energetic measures will give an idea of the 
terrible situation through which the country had jiassed and froin 
which it had not emerged in spite of the fact that since Januiu-y of 
that year the rupee had at la.st attained the parity so tenaciously 
sought for five ye.is, an.l though the Indian currency 

dn ri v becalise tlie large and unlooked-for receipts q go U 





chief functions'^ 


ciiiei reserve fund, in addition to serving as a 

My opmion is that consolidating public conh- 

guaranty for the objects ; jo the interior circulation the 

deuce in its results, aims ^ cxcliange a gradual and 

elasticity rvhicti it ‘’‘T'" ‘['I', ( " , " the'end that, during the transition 
progressive degree ot monetarv eontractions and 

period, the eoiintiy may not el.bs and flows owing to 

JkiO thr> market Iiiav not be exposed to smi foreign 


, - . ‘'•^STittiritVh^ 


tion during which the new coins will be a , ^ rcmlttauce 

on the one hand, and, on the other hand, to tacUiiaie cu 



GOLD STANDARD IN INTERNATIONAL TRADE. 


357 


of funds abroad in the money that is the standard of tlie commercial 
world, on better terms tlian would be offered by private interests, are, 
in brief, what I consider the chief functions of the reserve fund. 

XV. It is unnecessary to say that the functions nienlioned must 
fundamentally have for their aim t!ie maintenance of a most impor- 
tant condition for the country's progress, viz., its ability to attract 
foreign capital through the security offered tliat further investments 
effected can at any time he realized in the Avorld's monetary standard. 
If the studies of the fii*st subcommittee prove anything, it is that in 
]\fexico, as in every new country with large resources awaiting develop- 
ments, foreign capital enters, and will continue to enter, chiefly in the 
form of machinery for industrial enterprises, mining, and agriculture, 
in the form of railway equipment, or in specie for material inijirove- 
ments and for purchases of the public debt, etc., seeing that the sums 
of money which corporations collect among their shareliolders or 
which are directly invested by private persons are (Unvoted to the 
acquisition of those instrumentalities of labor necessary ftu* the con- 
duct of tlieir undertakings or to tlie purcliase of securities by means 
of said capital. As long as these investments continue active there 
will be an excess of imports for wliicli it will not be necessary to pay 
by means of a compensating outflow of gold or commodities', save t'o 
the extent of a small proportion of the country's production due to 
importations of this nature; that is to sav, in the form of interest 
or profits, which will always be much less 'than tlie sums brought in, 
so that the country is constantly receiving a great deal more tlian it 
pays out. The only danger, or the greatest danger, of this situation 
lies in the possibility that the current of investment may be suspended 
or jirrested and that the trade lialance mav suddenly have to be 
settled 111 gold, but this danger can only arise as long as'the nionetarv 
svs eni continues subject to unforeseen fluctuations and possibilities 
ot loss in the transformation into gold of the coin in wliich returns 
or interest are paid; that is to say, until such time as the reserve fund 
shall begin to impart the promised stability to exchange and a nro- 
gre^ive and steady approximation to the new legal parttv. 

A\ 1 It IS not desirable and no one would suggest that, the reserve 

gold at he legal parity, for such a use of the reserve would sininlv 
tion the suppression of the transition period and the implniita^ 
tion of the gold standard with a gold circulation. But the tendenA' 

uf tn n-eation of the fund would be to enabll 

us to ad\ance with firm and over accelerated steps to the earliest 

r ^ ^ parity; and therfore all that may con- 
indirectly, to dimmish the fluctuations of exchange 

money; all that may con 

psspssssli 

monetary system should enter into the progi-amme oTtl rfse^-ve 

4pIr'aUu\"lnlnereS^^ a nk"ol"clbTnat^ "“‘/f T' 

acting under suitable monetary amngemente woiild^bp 

suph a reserve fund much more effectwe Wd Zlh m ^ 1 

wrth the commercial necessities of the "coun'trT— d" ttn' 
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official institution liowevcr well administered. “If the country’s 
■:old i-ftserves." says Professor Andrew, of Harvard University, “ were 

^ 1.^ .A ..... A .. ..1 ! .. ..A A ! ^ - 1 1. . I_ _ . ? /~^ 


S 


^ A. N. A, AA,«4t V4 lit » V • 

to 1)0 concentrated in a "reat national bank, as they are in Germany. 
France, and England, the Huctuations of exchange and the ebb and 
flow of specie might l)e more easily regulated. In abnormal times 
such an institution would serve to give stabilitv to the value of silver 
money by means of borrowings on the London money market or by 
tlie sale of letters of exchange on its agents in other countries at lower 
prices than those which are simply (letermined liy considerations of 
private gain. It might also put a brake on the tendencies that make 
for unfavorable exchange conditions by raising the rate of discount, 
or might limit the exodus of gold, like the Bank of F ranee, by charg- 
ing a premium on gold bullion or coin destined for shipment abroad." 

The conditions surrounding the legal status of our banks in Mexico 
rendei* im]M*acticable the idea of Pi'ofes.sor Andrew save through a 
radical reform in the organization of those institutions. Their life 
is purely individual, aiming only at the private gain of their share- 
holders 'and the attainment of the highest dividends piissible, an<l 
they are under no direct obligation to safeguard the public interests. 
The banks of Mexico are private institutions, operating independently 
and even antagonistically, actuated by the spirit of competition, 
and without any thought of the claims of solidarity, jhev do not 
constitute an organic entity capable of combined action for any juir- 
pose even for common defense. Each seeks its own safety, its oyn 
aggrandizement, by means of its own resources, without concerning 
itself with the growth and prosperity of the others. J nder such cii- 
cumstances a satisfactory combination of the banks for the piiipo>e 
of taking charge of the delicate duty of 

fnnd is lor the present out of the question. Nor wimh H l e yise 


2. To sell ilnifls poyiilile m silver i,„|ol,te.lnes<i. con- 

3. To issue in ", '|,t i„ silver or frolil i.t sliort 

■> 

without interest. , -funfls of the treasury. 

K K ;“.i Siiii"" 


more tniHi a 

hav5> L Ill -ii iTolliind at the usiuu V* ^ 

of gold, but the sale of gold „.ity of the coins with 

exchange has for many yeai^ inaintnimd th I ) 
the gold standard of the Nctlicrlauds. 
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XX. The other methods or powers speak for themselves, as they 
are the same as those used by the Treasury of the United States to 
maintain parity between the varied forms of its currency, and they 
have also been incorporated into the new currency law of the Philip- 
pine islands promulgated on March 2 of the present year and of which 
sections G and 8 are as follows : 

“Sec. 6 . The government of the Philippine Islands may adopt such 
measures as it may deem proper to maintain the value of the silver 
Philippine peso at the rate of one gold peso, and in onhu* to main- 
tain such parity between said silver Philippine pesos and the gold 
pesos herein provided for, and for no other purjjose, may issue . 
temporary certificates of indebtedness licaring not more than four 
per cent interest, payable at periods of three, months or more but 
not later than one year from the date of issue, which shall be in the 
denominations of twenty-five dollars or fifty pestis or some multiple 
of such sum, and shall be redeemable in gold coin of the United States 
or in lawful money of said islands, according to tlie terms of issue pre- 
scribed by the government of said islands, but the amount of such cer- 
tificates outstanding at any one time shall not exceed ten million dol- 
lars or twenty million pesos: Provided. That said certificates shall be 
exempt from the payment of taxes to the government of the Philip- 
pine Islands or to any local authority or to the Government of the 
United States: And jyrovided^ That all the proceeds of said certifi- 
cates shall be used exclusively for the maintenance of said parity, as 
herein provided, and for no other purpose, except that a sum not 
exceeding three million dollai's at any one time mav be used as a con- 
tinuing a credit for the purchase of silver bullion in execution of the 
provisions of this act.” 

“ Sec. 8. That the treasurer of the Philippine Islands is herebv au- 
thorized, m his discretion, to receive deposits of the new silver coins 
at the treasury of the government of said islands or any of its 
benches in sums of not Icm than twenty pesos and to issue silver cer- 
tificates therefor in denominations of not less than two nor more than 

^ deposited shall be retained in the treasury and 
held for the payment of .such certificate.s on demand and used for no 
other purpose. Such wrtificates shall be receivable for customs taxes 
and for all public duos in the Philippine Islands, and when so 
received mav be rei^ued, and when helAy any banking association 
in said ishnds may be counted as part of its lawful service.” 

poction of the Tc^rve fund in gold, deposited abroad, 
fjjrough the ^le of drafts against it. serve to prevent conges- 

demand and supply of drafts wliich at present 
enables private bankers to si>eculate in the rise or decline of the 
exchange rates in anticipation of requirements. The studies of the 
thmd subcommittee show that the drafts of the majority of exporters 
become p ethoric in he second half of each fiscal yeir and -roXa^ 
again in the first half ; whereas the remittances of funds ^r 111^^- 

coupons of the public debt are characterized by a rLJ- 
arity with which all are familiar. Thus it is noticed in the malet 

months of the year, the purchase price of com- 
mercial drafts is several points below actual parity, while in oth<»r 

Sthfn ^ above said p^ity, occasioning and stimulating the expor- 

far-sighted administration of^the 

reserve fund wiU correct these irregulanUes with advantage to the 
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community: for as its operations will not he actuated by profit it 
will aim at distributing tlie demand for the transfer of values on an 
economical basis and preventing the periodicity of congestion in the 
supply or the demand in future. 

XXII. As will have been observed in the coui*se of this succinct 
exposition, which the very brief time allowed me, in relation to the 
importance of the question, has not iiermitted me to carry into detail 
or even to complete, the functions of the reserve fund only apply to 
the period of transition or to the initial period of the monetary 
reform, the period durijig which the new coin will gradually he 
approximating legal parity. When that parity shall have l)een once 
attained, the importance of the fund will cease to exist, for then the 
gold standard witli gold in circulation will have been ushered in and 
the system will operate automatically and with entire stahiliW. 

Such are my opinions and I respectfully submit them to my honor- 
able colleagues on the fifth subcommittee. 

G. Rakjosa. 

I^Iexic-o, Xovemhcr 1903. 


Annex No. T). — Uepokt of MKssit':. .I(tsr. dk Landero y Cos and Cari.os 

SELi.rniER. 

Fourth nnntton.—\?> it advisable to counsel the adoption of special 
measures such as the abolition or diminution of taxes ami the like, (hat 
will save not onlv the silver-mining industry but export mdustnes lu 
general from the losses that might accrue to them from a change of 

inonetarv svstem in the Kepuldic? . *1. .r.fth nhr-om- 

In compliance witli the task assigned to 'i^ 

wmiid iK' loVn”!!' !,r 8 .C.S ,,er '■™' 'Irti'ios 

of minos. owiiif: iondof llH'so.on.l 

tl.crein, arconl.nfr o ^ tion. wonl,l !»■ linl.l.' i"' ro:|so or 

to 1 ;;;: .ler.i..o or n. of pr,. of 

exportable iigricuUm.il proi u | j„j , ji,^ (iminre cloparlnient 
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bases of said reform, to express his opinion with sincerity and frank- 
ness in regard to each of those bases. 

We renew to you the assurances of our courteous consideration. 

Jose de Landero y Cos. 
Carix)s Sellerier. 

WE.\ico^Octoher2G^1903. . 


MEMOBANDUil OF THE SUPPRESSIONS AND REDUCTIONS OF TAXATION RUOOERTED ON 
DEIIALF OF THE MINING AND EXPORT INDUSTRIES TO SYNCHRONIZE WITH THE 
RF.AL1ZATION OF THE PRO.IECT OF MONETARY REFORM. 


Reduction of the annual tax on mines of silver, gold, and platinum, 
established by article I of the law of Juno fi, 1802, from $10 to $.'> per 
claim (pertenencia). 

Suppression of the 3 per cent stamp tax on the value of silver and 
gold, established by the Dudget law and by Section I, article 1, of the 
decree of March 27, 1807. 

Reduction from 2 to 1 per cent of the coinagetnx on the value of 
silver, established by the budget law and by Section II, article 1, of 
the decree of March 27, 1807. 

Reduction from 2 per cent to one-quarter j)er cent of the coinage 
tax on the value of gold, established by the budget law and by Section 
II, article 1, of the decree of March 27, 1807. 

Reduction from $1.25, $2. $2.50, and $.3 j)er kilogram to $1 per kilo- 
gram of silver separated, of the dues on the separation of gold fixed 
by the tariff of March, 1897, attached to the rules of practice of the 
decree of the same date. 


Exemption for ten years from all Federal, State, and municipal tax- 
ation, with the exception of the stamp tax, for the owners of mines 
producing mineral substances not hitherto exploited in the Republic 

and of which the minimum output shall be 1,000 tons of ore per 
annum. 

Exemption from import duties on the following articles largely 
used m mines and metallurgical works and of which some already 
enjoy such exemption under the existing custom-house tariff : 

Sulphuric acid; quicksilver; sulphur in the rough, smelted, or sub- 
limated; hard coal; alkaline cyanides; coke; hyposulphite of soda; 
soft coal; machinery and apparatuses for mines and metallurgical 
works; nitrate of potash or soda; sulphate of copper; zinc in pigs, 
filings, grains, or in the filiform state. ® 

Removal of export duties on the agricultural products at present 
subject to those duties. ^ 


Axxrx K„. m ro rne 

To Sr. Lie. Don. Panu. Maceoo, 

Chah'inan of the Fifth Suheommittee^ City. 

My Dear Friend : It has caused me the deepest regret not to be able 

ItiSifn/fL have been maintaimng in the delibei 

ations of the fafUr subcommittee, and I have formed Uie resolve not to 
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attend any of the forthcoming sessions that may be held for the pur- 
pose of discussing the report presented by our colleague and friend, 
8r. Lie. Genaro Kaigosa. 

The regret which I experience at not being able to share your 
opinions is easily explicable. From tiie time when you were my 
master until now I have been wont to bow resjjectfully to your opin- 
ions and liardlv ever has there been anv divergence of convictions 

between us: on the contrarv. each dav lias' brought forth new ties that 

• * " 

have more closely united and identified us. 

It has. therefore, been extremely grie\ous to me not to concur in 
the ideas which you Inive been championing in the discussions of the 
fifth subcommittee and to have lH*en constrained to combat them at 
each of the sessions wliich I have attended, and, what is woi'st of all, 
to combat them with the perha])s excessive vehemence which I am in 
the habit of [)utting into the defenst' of my personal convictions. 

I'he decision which I have reached is. however, no reason why I 
should not a«-(|uaint the fifth subcommittee in a written form with 
the ideas which I hold in regard to the problem that is absorbing the 
attention of all of us. and if my avocations leave me tiinc I will frame 
a brief and simple i‘ep<trt and will send it to you, that it may be added 

to the records of the subcommittee. 

Nor will mv re.solution prevent me from formulatmg some observa- 
tions as to the report of Lie. Oenan) Haigosa, for it seems to me that 

in doing so I am giving him a proof of the great | 

feel in the very important document pre.sented by him to the littli 

subcommittee. ,, 

Mv oliservations will be very brief and are as follows. 

[•The reserve f,..ul ou-^ht preferably to he created ,n -Mexico 

rather to confine it.self to supplying gold for 

exportation. . - ,, f colIea<’nie.s tiiat tlie 

It would seem to lie the opinion o nil of 


l>,ought int«-aotion in can only be 

as to interfere with /ll* 'f,.,,,! confines itsedf to supplying 

attained if the body controllin the 

gold for exportatum, tor 'J, ^ abroad.’ it shall be 

S,„„t.^ if, »fter ..hset ,n, < . ^ 


to he elfecte.1 in the ^.nie ^y ....'tive jner- 

“? [Imdtni'mllv'c-e hdo play by^upplyin? troW f-'-' 

cdr^lntio';; when is what I think it is 

If the object sought by ‘''j' fund and lay down the 

it will l)e easy to regulate the ^ I , issue wdl only 1» 

rule that l.ars of gold or of 1 por cent 

supplied upon payment, m an} c>en , 
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and that gold will only be paid out in return for an equivalent quan- 
tity of dollars of the new issue. ,,11 fllO fund 

II It seems to me dangerous to invest the body controlling the tund 
with’ powers to issue certificates of indebtedness on time, payable in 

^ilv6r or witli or witlioiit intcipst* • i ^ i 

■ If we desire to impart to the reserve fund a character of real 

solidity, it must in no case be made the basis of credit 

The fund should consist of gold alone and should only part with it in 

exchange for silver coins of the new issue. tt •* i cj * . 

We can not have recourse to systems employed by the United Mates, 
for on the one hand, our Government dws not unfortunately enjoy 
the same degree of credit as the American Government, nor, on tiie 
other, is it possible for us to offer as a guaranty for the success of the 
monetary reform any confidence that our (lovernment may be capable 

of inspiring for a long period of time. 

The American Government in the law dealing with the Philip- 
pines’ currency instead of issuing a loan and sotting up tlie reserve 
fund with the proceeds tliereof, empowered the corjioration control- 
ling the fund to secure gold by means of certificates of indebtedness. 
j\Iy belief is that our Government would prefer to issue a loan and set 
up the fund with its proceeds rather than authorize the body control- 
ling the fund to make use of its credit. 

Gn the other hand, short-time gold securities could not be issued in 
the interior of the countiy, and if they were to Ik* i.ssiied abroad it 
were better, on every account, that the tiovernment should undertake 
a direct emission of long-time securities. 

I see no reason why the management of the fund should be empow- 
ered to issue certificates of indebtedness in exchange for silver, for 
the only silver entering the fund will be that which is withdrawn 
from the circulation in exchange for gold. Save and except for that 
purpose there would be no object in adding a stock of silver to the 
fund. 

Among the measures to be put in practice during the period of 
transition, mention has been made of the emission of certificates for 
dollars of the new issue ; but my view of the matter is that these cer- 
tificates will only be issued in exchange for dollai*s of the old .issue, 
and that the exclusive object of the measure is to make provision for 
the insunicicnt capacity of our mints, which assuredly could not in a 
short period of time coin the quantity of dollare that will be neces- 
sary to replace the dollai*3 at present in circulation. 

These arc the only observations which I should have to formulate 
with respect to the report of Mr. Raigosa. 

I avail myself of this opportunity to offer you a renewed assur- 
ance 01 my high and unvarying regard. 

Joaquin D. Casasus. 

Annex No. 7— Repout of Lie. Joaquin D. Casasus. 

fiDiIl* 7 ^'^ discussions that have taken place at the sessions of the 
fifth subcommittee have impressed upon me the conviction that some 

“> ‘I*® means that 

Should be put in practice in order to afford a correct solution for the 
monetary problem that is absorbing our attention. 
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Inasmuch as each of tlie various members of the fifth subcommittee 
had in advance made a serious study of the monetary question and 
liad found in such study the ground for his opinions, it can not be ex- 
pected that those opinions should now be modified and become uni- 
form or that a given project slionld command unanimity of assent. 

It is therefore the duty of each and every one of the persons, to 
whom the consideration of the monetary problem was referred by tlie 
department of finance, to formulate his opinion and give his reasons 
for it. 


Moreover, this was the specific desire of the department of finance 
and public credit in appointing the monetary commission, for the 
circular of February 4, of the current year, explicitly stated that the 
(iovernmeiit did not expect ilie monetary commission t() give an 
opinion in the form of an unanimous or majority vote, l)ut that it 
merely sought to learn the individual views of the various persons 
whose cooperation had lieen invited, so tliat it might be in a position 
better to solve the grave economic <|nestioiis which it had before it. 

The necessity of formulating my opinion and the expedience of 
stating iny reasons therehn* impel me to b(sj)eak for a few brief 
moments the attention of the members of the fifth subcommittee, 
whose duty it is to lay Iw^fore the commission in full session the l)ases 
for a new monetary system in the Republic and the measures that 
should be adopted to secure fixity of international exchange. 

The report which T presented,'together with Eng. Manuel Fernan- 
dez Leal, director of the mints, contains my views in regard to the 
new monetary svstein which it behooves ns to adoj)t. In conse- 
quence I must only address myself now to tlie consideration of the 
questions that are more directly connected with tlie stabilization of 

international exchange. , 

The aim of the (Jovernment of the Republic, m modifying its 
monetary system, is to impart fixity to foreign exchangi^ and it de- 
sires to attain that end in order that the varied forms of oui pnhlu, 
wealth mav not again he atlected hy a new and still heavier deprecia- 
(ion of silver in the future, ami that the evils ami (lanjrers inhoicnt to 

constant oscillations in exchantre may hereafter he ^ 

The measures on which, in my opinion, the moiiet.iij icfoiiii must 

";i;S:^on of Hn. coinage of nnliniiteil le,al temler silver on 

liissEigsir" 


•IS a commoditv on uie i.oimuu .......xv,, success oi 



.. .no_ n. . .o 

colm:^ has produceu in eveiy comitry. do- 
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pending on the greater or less aiuoiint of gold held by the banks or 
used for circulation. 

The scarcity of coi[i, whicli would Ik; tlie only eilect due to suspen- 
sion of coinage, would, it is true, teml of ilstdf to enhance its value; 
but as that enhancement would have to be the work of time and the 
enlargement of currency re(juirenients, unaccompanied by an in- 
creased coefficient in the rapidity of its circulation, the result would 
be that the stabilization of e.xcliange would not at once be attained, 
and the lack of immediate success would discpialify the country from 
attracting a large volume of foreign capital, without which it would 
have no other recourse for the settlement of its trade balance than to 
use for that purpose a coin which could only become exportable by 
reconvei'sion into a commoditv, subject to all the fluctuations to 
which the price of that commodity is exposed in the world's markets. 

The possession of a greater or less amount of gold is, therefore, an 
indispensable condition if the suspension of the coinage of silver is 
to produce automatically all its effects; and seeing that there is no 
gold in circulation here, it becomes necessary to establish a gold fund 
whose functions shall be identical to those which gold would perform 
if it circulated in the country, and whose aim will, therefore, be to 
compensate the lack of a gold circulation. 

If the object of the gold guaranty fund is to assure at once the 
fixity of e.xchange, there can Ik* no objection to opening the mints to 
the free coinage of gold, for if currency recpiirements shall demand 
a larger supph' of monetary units, commercial interests will intro- 
duce gold into the country, and as soon as it begins to be coined 
absolute certainty will exist that the nation, in the long run. will pass 
with ease from silver monometallism to gold monometallism. 

In order to prove the truth of my assertions I proceed to study as 

briefly as possible the history of the suspension of silver coinage, the 

rcvsults obtained thereby in countries which have had recourse to that 

measure, and the various causes to which their success is to be 
, ascribed. 

; All the nations which, since 18T3, have sought to ward off the 

cttects which the depreciation of silver was liable to produce in their 

silver currencies have had recoui-se to the suspension of the coinage 

ot silver on private account in case the open and resolute adoption of 

gold inonoinetallisni did not seem to them to be possible nor conducive 
to their interests. 

Gold was adopted as the standard, perhaps ns a result of the resolu- 
tions adopted by the international conference of Paris in 18()7- bv 

mv hwll' “"der the laws of December 4, 1871, and Jul’y 9, 

18<3, by the United States by act of February 12, 1873; bv the Scain- 
dmayian states under the monetary convention of May 27 1873 
which was the basis of Norway’s currency law of June 4. 1873 and bv 

Japan under the law of March 26, 1897. ^ 

The following nations successively suspended the free coina^re of 
pnvate ^ount : Holland, provisionally, on Mav 28, 1873 
and definitely on December 9, 1877; France, which bv lnw= nf Ton 

^74, and April 26, 1875, first limited that coinage and 
afterwards by decree of February 26, 1876 susnended if - fLo 
nations of the Latin Union, in 1875 and 1876; Austrirl 
b^act of June 26, 1893, and Russia, by ukas^ of jSy’ 
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Tile fundjimcntal difference between these two classes of measures 
lies in the fact that whereas the countries which adopted the gold 
standard demonetized silver and proceeded to withdraw immediately 
all the coins of that metal in circulation, the nations which suspended 
the coinage of tlie white metal on private account retained all their 
existing silver coins in circulation, investing them artificially with a 
value equal to the gold coins at the parity provided by their monetary 
legislation. 

As the results acliieved liy countries wliich have suspended the free 
coinage of silver on private account are said to have been due exclii- 
sivelv to the nature* and scope of that measure, it becomes necessary to 
study it closely, for it constitutes a most admirable device whereby 
nations without foregoing the services which their silver coins in cir- 
culation ai‘e capable of rendering to them have, nevertheless, suc- 
ceeded in attaining fixity of international exchange. 

The suspension of silver coinage is a measure only recently adopted 
l)y civilized nations, and for that reiuion it has not liitherto l)een 
studied as closely as it deserves to be, and no endeavor has been made 
to determine its scope and importance from the standpoint of eco- 
nomical principles. 

Prior to the depreciation wliich the yellow metal iimlerwent as a 
consequence of the discovery of the rich gold fields of California and 
Australia, the European nations either coined simultaneously the two 
iirecious metals, gold and silver, at a iiredetermined ratio or accord- 
ing to their preferences, adopted one or the other of the metals as the 
basis of their monetary systems. 

The moiu'tarv systems of that date were either monoinetallK oi 
l)imetallic, but in either case the metal or metals chosen to do duty as 
monev operated automatically, were coined freely on private account 
and iilwavs circulated as unlimited legal tender. 

Thus tho scientific foundation on wliich all 'y 

was the free coinage of the metal or a ' "le a" ol 

and the unlimited legal-tender capacity with nhnh 

the nineteenth century t^<-,npnean.d what 
1 f ** 1 1*!*! <Ystpiii- ^YllC^cl)V tlu^t 

'1:5^ 

ti!;Km fundamental 

principle to wkich every sound currency ought to ^ ^ | . „„ 

In imint of fact every sound legalten- 

private account and to lie lega y* ■ | ■ puyments nor extmgui^^h 
!ler, for if it is not it can not be 0 enal in > „„ 


tier, for if it is not it can noi V ' VS And its mintap on 

the obligations which men ^lone can tiie quantity of cur- 

private account must be can tliat quantity be 

augmented in proportion ns f* ciirroncv always be an 
for its use; and ” tiie ,TO-nIator of internal and ^ 

exportalde article destiny according to the exigence-s of 


eign commerce and be coined or 
international trade relations. 
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ing standard,” repudiates one of the economical principles that has 
ever been the foundation of a good cmTcncy, it nnords, on the other 
hand, a device which has enabled silver coins to continue circulating 
as unlimited legal tender, despite the enormous and ever-widening 
disparity between the coriimercial values of the two precious metals, 
gold and silver. 

But does this third system deserve to he called a “ system?” Could 
it be adopted by nations permanently on the same looting as other 
systems based on the principles of economical science? 

The mere fact that a legislative measure, which any nation may 
adopt, violates the basic principles of a good currency suffices to de- 
prive that currency of any claim to be considered as a monetary sys- 
tem properly so called, it can only rank as a transitional measure, 
destined not to serve as the basis of a permanent system, but as a link 
between silver monometallism and gold monometallism, or between 
bimetallism and monometallism. 

The origin of the suspension of silver coinage gives us an insight 
into the object had in view thereby. 

The depreciation which gold underwent in the decade from 1854 
to 18G4 impelled the nations to demonetize it; and when the depre- 
ciation of silver in relation to gold set in, the same nations e.xperi- 
enced the necessity of eliminating silver from their monetary circu- 
lations. 

However, as it was not possible for the nations to continue chang- 
ing their monetary systems backward and forward so as always to 
have the dearer metal as their standard, wlienever a change in the 
commercial value of the precious metals occurred, certain powers de- 
cided to suspend the coinage of the white metal for the twofold object 
of protectinff their commercial future and securing time to sec 
whether the depreciation of silver would prove temporary, us tlie de- 
preciation of gold Inul been, or would be permanent and of such pro- 
poHions as to rob silver of its usefulness lor monetary purposes. 

Thus the idea that the depreciation of silver, diie to Germany’s 
monetary reform, might prove transient rather than lasting, origi- 
nated the l^islation which in Holland, France, and other nations of 
the Latin Union suspended the coinage of silver on private account. 

Unfortunately the depreciation of silver, instead of being transient 
proved permanent and became more and more accentuated, until the 
disparity between the legal value of the circulating silver coins in 
nations which had suspended the free coinage of silver and the com- 
mercial value of silver bullion on the London market became enor- 

illOVlS* 

Hence the nations, especially those nations which had a large quan- 

circulation, have either been unable to hear the 
lo^ that would have been entailed by exchanging those coins for ffold 
at the legal parity or they have found it impossible to secure the fold 
on account of the heavy aemand of the civilized world fo^fhat nSl 
during the last thirty years. Owing to this fact, what ou-lU Lw to 
have Been a transitional measure of a more or lei bripf 
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All that has been said goes to establish the fact that the suspension 
of tlie coinage of a metal on private account, while retaining the 
coins made of that metal in circulation as unlimited legal tender, is 
not a monetary system at all. but a transitional measure in the evolu- 
tion from silver monometallism or bimetallism to a currency chiefly 
composed of coins made of the metal adopted as the new standard. * 

But although this measure can not be permanently embraced as if 
it were in reality a monetary system, it lias not failed to produce tin* 
results which the nations set before themselves when they adopted it. 

AMiat are those results? 

The suspension of tlie coinage of a metal differs from its demone- 
tization in that under tlie latter r^ime all coins made of tlic demone- 
tized metal are withdrawn and in the other case the coins continue to 


circulate as before as unlimited legal tender. 

From this it will be understood that the effects of a change of 
standard and the effects of the suspension of a metals coinage on 
private account must be distinct. • 

The mere change of monetary standard only affects the commer- 
cial value of the metal demonetized, whereas the suspension of coin- 
age, independently of its influence on the value of the metal, brings 
about a divorce between the value of that metal as bullion and the 
value of the coins of tliat metal wliich remain in circulation. 

The change of standard affects the value of the discarded metal 
both because it diminishes the demand therefor (sc‘oing tliat it is no 
longer roriuired for monetary uses) and becau?^' it increases the sup- 
ply, seeing tliat, us a general rule, the old coins thereof, which are 
withdrawn, are sold as bullion by the government making the clunig^e. 

The suspension of coinage, though also affecting the value of t ic 
metal as a commodity, affects it only througli limitation of tlie de- 
mand, which perforce will he more restricteil than formerly. 

But the (lill'erencc docs not lie in tlie iiiHiieiice '‘-'“‘‘■‘j'*'' ™ f 
value of the metal hut in the disiissoeiation metal as a 

value of the metal as a commodity and the value ' J tl ! n da 

coin, a disassociation due to the fact that I", "l as a coin 

as a commodity tends downward, tlie value of the metal a 

o.vperienccs a necessary enhancement. 

How does that disassociation take „„ 

The phenomenon is taisily explained. The .10 
the market ceases to affect the va ne of the net. I 

made the coins remainins m ". “' ./riailod deiiiaiid, the 

on account of its greater pleiitif.ilncss or the c m 1 1 
latter rises on account of its greater scarcitj m leiatioi. 

increasing currency requirements. , , additions to its ciir- 

As every progressive country f tl.ose additions 

rency and as when free " 'fe"ei arge.l demand is met l.v 

opfeSn of''the Hw of suppl.v »!'<' enrmuw 
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and the volume of tlieir business, l)ut also on the greater or less de- 
gree of rapidity with which the currency -can be made to do duty for 
the purposes of trade. 

The coefficient of rapidity of the monetary circulation is, therefore, 
an element that must be taken into account when studying the effects 
of the scarcity value of a currency. 

If the restriction of the quantity of coins in circulation through 
the suspension of coinage on private account is compensated l)y a 
higher coefficient of rapidity in circulation, it is unquestioned that 
the effects of scarcity value will not be felt and that tlie value of the 
coins in circulation will not be raised. 

Thus when an endeavor is to lie made to raise the value of tlie coins 
in circulation merely through the suspension of free coinage, it is 
necessary first to be sure that an acceleration of the circulation will 
not counteract the natural operation of the law of scarcitv. 

In consequence, tlie disassociation Udween the price of a metal as 
a commodity on the markets of the world and the value of the same 
metcil as a coin in the internal circulation of a country will only b(‘ 
attained when it is possible to enhance the value of the metal us a coin 
through scarcity, and that enhancement will only take place when 
the increase in the rapidity of circulation is not sufficient to neutralize 
the ever-increasing e.xpansion of currency requirements. 

Furthermore, the disassociation that may be brought about between 

the value of a metal as a commodity and the value of the same metal 

as a com in a country’s internal circulation, may be stable or unstable. 

its sittainment does not assure its permanence; on the contrary, it may 

easily disappear if the normal conditions of the internal circulation 
are interfered with. 

^ stable and when will it be unstable? 

k, ability of the effects that flow from the mere susixmsion of 

silver coinage on private account can only be secured when the trade 

balance is favorable, and it will disappear as soon as the trade balance 

compels the nation to pay the debt of its international transactions 
in the circulating medium. 

^ comprehensible that they do not require 
explanation. Coins inade of a metal whose free coina-e has Teen 
suspended are not coins of full value, but of an artificially raised 
jialue, and, consequently, they are not exportable. They rather resem- 
ble the subsidiary coins which, being of less fineness tlian the unlim- 

whlhT to the internal circulation from , 

^hich they should never part; or, rather, they are more like bank 

notes which can only circulate in the localities where they can at 
pleasure be converted into coin. ^ 


s. Doc. 128, 58-3 24 
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the necessity of settling an international trade balance in 
coin forces tlie exportation of the precious metals, the effects of the 
mere suspension of the free coinage of silver will be nullified and all 
the results attained thereby will disappear. 

The history of the suspension of the free coinage of silver in the last 
quarter of the nineteenth century proves the truth of these assertions 
and shows the causes to which the results obtained in Europe, Amer- 
ica. or British India are due. 

The suspension of the free coinage of silver has occurred under 
two different conditions: 

I. With a stock of gold coins, large or small, either in circulation 
or held by governments or banks. 

II. Without a stock of gold coins. 

The res\ilts that have l)een secured under these two different con- 
ditions may he studied eitlier in the light of normal circumstances 
and a fav()ral)le trade balance or in the light of circumstances tliat 
necessitate the settlement of a trade balance in the precious metals. 

AMien there is a stock of gold coins, either in circulation or held 
bv tlie banks or public authorities, whether that stock be great or 
small, the effects of the suspension of free coinage become operative 
immediatelv: tlie value of the silver coins in the country s internal 

circulation becomes at once equal to that of the gold com^>. 
provided by the monetary laws: international e.xchange settles ntai 

naritv and stavs there with relative stability. 

The^e phenomena are easilv explainable. The value of 
coi.is in spile of the declin'e of silver bullion on the o 

the precious inetnls. stutuls at an ei|iiality « itl. the value of the gold 

"fB" “iliri ■>' 

“ i Braiwch. ,»l.. -V -il!- » I"” ' 

ailver.se trade balance, «ind o,.fihi-i-il devices, such as coin- 

Hecause. hy .n.eans 'iriirii.l for it i^ 
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Inin tin. enuilihrium of their ore, u.hI n,.ue held by the 
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reserve. 


1 VC« 

In tlje first place, when there is a stock of ^ohl, tlie value of the 
silver coins will rise aiitoiiiaticallv to legal parity, due rather to the 
interchangibility of the two metals than to the scarcity value of the 
silver coins. 

llOien there is no stock of gold coins, the aj)preciation of the silver 
coins must be the work of time and the gradual enhancement of the 
currency through contraction. 

In tile second [ilace, when there is a stock of gohl coins, exchange 
IS maintained as near as possible to parity because there is alwavs 
an available supply of exjiortable coins wherewith to settle an advei’s<^ 
trade balance; whereas, if sucli coins arc lacking, the system bri'aks 
down and the currency suffers inevitable derangement. 

Two instances may be cited as the* best ])roof of these assertions— 
yi^/. the currency reform carried out by Holland between the year 

the currency reform etl'ected in India 
by M tue of the law of June 2ti, 1803. The reform in Holland, 

hereby tlie free coinage of silver was suspended, was etfected con- 
currently with he holding of a supidy of gold, though a very scant 

* * ‘r ^ethcrIands, while in the case of India there 

lias an absolute lack of gold coins. 

Holland suspended the coinage of silver on private account first 
provisionally and afterward definitely. ^ Jii-count, iiist 

^Uien that country initiated the currency reform the stock of rndd 
florins in the Bank of tlie Netherlands was 27,833,070, and exchamre 
on Loiuloin bawd on the vsiluo of silror in t i 

showed a (liflerencc of almost G per cent above legal pmdt y""” 

H, in 'Vl.ich the currenn- effected 

at which tl'e .ratio"betwce“‘ 

showing a ratio of 1 to 16 3fi * ^ ^ ^ 


^ osei.,ated’«„ 

nf and’th 
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The stock of "old and silver in the Bank of the Netherlands in 
the period from "December. 1871, to June, 1877, showed the following 

oscillations: 
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The foregoing table illustrates the success of the currency reform; 
for not only did tlie stock of silver steadily diminish m proportion to 
ihe increase in the stock of gold, but starting with a sum which, pro- 
portionately, was almost insignilicant. the stock of gold rose until 

it amounted to 05 per cent of the stock of silver. i* 1 1 

The suspension of the coinage of silver and the free coinage of gold 
had not only disassociated the value of silver coins from he value of 
*ilver bullion, but had attracted gold into circulation and the favoi- 
ablc rates of exchange had retained it tliere, assuring to the fullcs 

pvtinit the le"al naritv between gold and silver. 

N ver he ess currency condiUons underwent a nerturbation and 
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which facilitated the maintenance of exchange not only under normal 
conditions, but also in the presence of an adverse trade balance. The 
Dutch merchants were always able to obtain gold readily for purposes 
of exportation, and the natural operation of the phenomemi of 
exchange has enabled that country to accumulate gold when exchange 
was favorable to her and to settle her balance therewith when 
exchange became adverse. 

The system is pronounced by Dutch economists not to be exempt 
from danger, because, as it has been impo.ssible to witluli-aw all the sil- 
ver coins from circulation and to exchange them for gold, it rests upon 
a fiction; but it is unquestioned that if its dangers have been reduced 
to a minimum and Holland has been enabled to maintain stability of 
exchange for a period of thirty yeai-s, those facts are due to the stock 
of gold, inconsiderable thongii ‘it has been, and to the facility with 
which pld has been furnished for exportation by the Bank ‘of the 
Netherlands. 


India's monetary reform was accomplished by virtue of the law’ of 
June 2G, 1893, w’hich closed the Indian mints to the free coinage both 
of gold and silver, while authorizing the mints to receive gold in 
exchange for silver at the rate of KJd. per rupee or 15 rupees per 
pound .sterling. ^ 

The monetary reform in India was not at once attended with the 
results which its authors had anticipated, and the rate of exchange 
provided by law* was not in reality attained until the vear 1808-99. 
ihe following table show’s a senes of yeni*s, with the mean rate of 

exchange and the value of the standard ounce of silver in piu-ce in 
each of those years : ' 


Yoars. 
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to the loans negotiated in England on India's account, and partly to 
the steady investment of foreign capital which did not altogether 
shun the Indian field. Had it not been for those special circuin- 
slances, which could only occur in the case of India, the niero suspen- 
sion of the coinage of silver, without gold coins either in circulation 
or in the cotiers of the banks, would have left the price of the rupee 
once more at the mercy of the price of silver bullion in the event of an 
unfavorable trade balance, and would have compelled India to .‘^ettle 
in silver the balance in its commercial relations with foreign countries. 

'i’he in>tances cited prove the principles previously enunciated and 
illu>ti-ate the natural scope of the mere suspension of silver coinage. 

Summing up what has lieeii .<aid. we may lay down: 

I. That the Mispension of silver coinage merely tends to c'^tablish 
a disassociation between the value of the metal and the value of the 
coins made therefrom. 

II. 'Fhat the suspension of the coinage of silver tends to raij«* the 
^■alue of the silver (‘oins in circulation on account of their scarcity. 

HI. That the (^x-ration of the law of scarcity may be neutralized 
by an increased coeflicieiit of rapidity in monetary circulation. 

‘IV. That the <lisassociation which the suspension of free coinage 
establishes between the value of the coin and the value of the metal 
of which tliat coin is made is only stalile \yhen unfavorable exchange 
conditions do not necessitate the exportation of the coin which has 
been invested with an enhanced value in the internal circulation. 

V That even thomdi the silver coins are not exportable the (iis> 
associiiti.m iniiv I..' and may iinpart fixity to oxchanso, pim 

vidcd tlicMT is a stock of gold citlief in ciiTidation of in the cotlirs 

‘’Ripply 111^1 1 h‘«‘ piiiifiples to Mexico it will l.o .'.'‘Ilj 

tliougli the suspension of the coinage of nnlnnited legal-tii < ■ 

m phvate a.ronnt is the lifst and basic ineasiire of ca-renev n • 

, nst. in order to prodnee the hemdieial results 
l,e supplemented hy the ereation of a gold 

ohieet bll he to regulate the voliime of eoin in |.,i,i;shed 

tain the parity of international exchange at the lat 

'’•'The 'snspension of the free coinage of silver would not siiflice to 
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the total quantity of silver coined it is tlicitioic 
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the quantity of Mexican dollars exported in order to get an idea of 
the amount absorbed for purposes of circulation. 

Among the statistical tables published by the secretary of the 
commission is one that relates to the coinage of silver and the exporta- 
tion of Mexican dollars, and the facts derivable from said table are 
conclusive. 

The table is as follows: 


Years. 


18n-78.. 
1878-79.. 
1878-80.. 
18.80-81 . . 
1881-82.. 

1883 - SJ.. 

iasu-84.. 

1884- 85.. 

1885- 86.. 

1886- 87.. 

1887- 88.. 

1888- 89.. 

1889- 90.. 

1890- 91.. 

1891- 92.. 
1692-93.. 
1893-94.. 
18W-95.. 
18%-96.. 

1896- 97.. 

1897- 98. . 

1898- 9E).. 

1899- 19UU 

1900- 1001 

1901- 2... 


Coinage of 
Kilver. 


$ 22 . 

22 . 

21 . 

24. 

25. 
SI. 
25. 
2 >. 
as. 
20 . 

25, 

26, 
24. 

24. 

25. 
27. 
30. 
27. 
22 . 

19. 
21 . 

20 . 
18. 
18. 
24, 


084,203 
162,988 
01 8. .529 
617.:C».5 
146,260 
083.922 
377,379 
840, 728 
091, Nl5 
844.031 
862,977 

0:11,22:1 

328,326 
237,449 
.527,018 
160.876 
185,612 
628,081 
634,788 
296. COO 
427,(67 
184,117 
102,630 
290,390 
509,850 


Exportation 
of coined 
silver. 


002.283,543 


$18,120,296 
1G,:166.877 
16, 78:1,317 
1 : 1 , IKl, 9.54 
11,007,888 
22.969,6S4 
25,999,875 
25,394,262 
21,969,957 
21,965.759 
16,841,117 
5S.l»«,.S37 
21,(184.489 
17.622.171 
26.478.370 
27, 170.8(>5 
17,386.338 
17,077,119 
a). 377, 1563 
14. .578. 958 
18,214,089 
14,116,935 
10,872,874 
10.132,879 
11.351,765 


468,344,443 


Difference 
between ex- 
portation of 
coined silver 
find total 
coinage. 

$3,963,907 
6.196,111 
7,215,212 
11,433,441 
13, .538. 372 
1,113,3:» 
622.496 
446,400 
5.021,848 
4,888,272 
9,021,860 
8,344,886 
• 1,243,837 

6,615,278 
951,858 
989 

12.799.274 

10,551,802 

2.257.128 

4.717.051 

8,212,068 

0,067,182 

7 , 1^,250 

2,161,511 

18,168.085 

137.889.066 


coTnagr^*’’®”'® ^ noticed that in some of the years exportaUon exceeded 

contained in the 

viS I. O'c third subcommittee had pre- 

mr tesRV S-f f®'- q"inq»ennial period 

1«77 78 to 1881-82 can not be exact, owing to the tax then collected 
on the exportation of coined silver. »-oiieLuen 

thehven'fv ‘he total amount of the coinage in 

the twenty-five years to which the foregoing table refers is 

643; the exporiation totals $408,344,443, and the diffeiUee between 

exportation and coinage is $137,389,050. The average mav therefore 

be given at $5,495,502, or $5,000,000 in round mimbe^^ ^ 

It, as has been calculated by the third subcommittee the <;tnelr nf 

c&rglli tr" - ‘>‘® vaL of tlm "cofns 
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would be more than compensated by an increased coefficient of 
rapidity of circulation. 

It is a fact that no one can question that Mexico in the last decade 
has achieved enormous progress; her production and her commercial 
transactions of every kind have been increased tenfold. 

If every country that is progressing needs a larger volume of 
currency, ISIexico ought to have absorbed an enormous quantity 
thereof in the last decade : and yet since 1805-9C the excess of coinage 
above exports has in most of the years been considerably below the 
average of $5,000,000. which is the quantity absorbed annually by 
enrrenev requirements. 

The instrumentalities of credit of every kind contribute power- 
fully to stimulate the rapidity of the monetary circulation, and as 
we are still in the infancy of credit there can be no doubt that the 
recent employment of those instrumentalities is what has contrib- 
uted to satisfy currency requirements without corresponding addi- 
tions to the stock of coin. i? • r* ^ 

For many years to come in Mexico the coefficient ot rapidity ot 

circulation ‘is ‘destined to increase witliout the. necessitv of any special 
stimulus, and if this is true in any case it follows that if the cur- 
reiicv were to be contracted through the suspension of the free coinage 
of silver, the use of credit facilities, which dispense with com. would 
play a still larger role in meeting the reiiuirements of the nation m 
this respect, liowever great the annual increase of those requirements 

luis^if the monetary reform in Mexico is to be restricted to I be sus- 
pension of the free co'inage of silver the parity ot 
change will only be attained after the lapse of man} 
atUiinment wilf perhaps produce greater evils than those winch it is 

1.0 i.. the lack of gold col,, in 

the possibifitv that an adverse trade balance ‘"‘g ^ f circa- 
to settle that balance with silver dollars taken from the mteiioi c 

hition. . _ iQoi_oo ‘Mexico has been 

No one questions that * thanks to the 

enabled to meet the balanee of hei ’ -ibroad to be invented in 

lieavy volume of capital that capital should be 

undertakings ot every kind. ^ow. i • • the siu-cess of the 

checked, owing to the slender confidence^ d 

inonr 
obi _ 
collap: 


stalulizaiion oi ' • ^„n cient to alienaie im- ,v..^ 

of the reform, and if this ■*>«'’". " J t l,e s.irprising if capihdisfs, 
which the comify n.ay ‘ .."o lv in Jlcxicorwill postpone 

;^d : more propifons occasion an 

prbspects become more « relatively short period 
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the effects of currency contraction, and if the value of the Mexican 
dollar is not completely disassociated from the value of silver on tho 
London market, it is unquestioned that, if in order to settle our indebt- 
edness abroad it becomes necessary to have recourse to silver in circu- 
lation, our coin will again be convei’ted into a commodity and all the 
advantages incidental to the monetary reform will entirely disappear. 

Stability of exchange, the prime object of the reform, can only be 
assured by having gold in circulation or in the banks as had Holland, 
and seeing that there is no gold either in circulation or in the banks 
it is absohitely indispensable to create a reserve fund in gold that it 
may perform exactly the same duties as the gold stock of the Bank of 
the Netherlands. 

A very superficial study of the laws governing foreign exchange is 
sufficient to demonstrate the dangers incidental to the exclusive circu- 
lation of silver coins and the remedies which the gold-reserve fund 
could afford. 

The supply and demand of drafts in a country vary incessantly 
owing to an infinitude of causes and with them varies the rate of 
exchange. 

^)'hen a country pos.scsscs a stable monetary regime, the rate of 
exchange with countries which have the same coin in circulation is 
subject to fluctuations, but those fluctuations can not in general wan- 
der far from the parity of tlie coins, plus the cost of transportation 
fi’om one country to the other and the coinage dues. 

If the rate of exchange falls to a point at which the metal can be 
imported, the importation tends precisely, directly or indirectly, to 
cause a new rise in the rate of exchange. 

The direct action in this respect is due to the fact that until the 
competition of the precious metals imported ceases the supply of 
drafte will be less or the demand greater than would liave been the 
case if the importation in question had not occurred, and tlie indirect 
tendency flows from the fact that the country’s stock of tlie precious 
metals increases and an increase in the quantity of coins in circula- 
tion tends to raise the course of exchange, or at any rate to clieck its 
descent. 

But if the course of exchange rises to a point at which the precious 

metals can he exported, the same factor's come into operation, but in 
an opposite direction. i- , uuk 


Thus the rate of exchairge, under a firm and stable monetary regime 
constantly fluctuates between two extremes, though the latter do not 
depart far from the parity of the metal’s price. 

Nevertheless, there are moments of heavy decline or rise in the rates 

tim necessarily in part on the variable amount of 

the precious metals which countries need for their international com- 
merce and on the variable amount of drafts that are offered for sale 
A heiny rise or fall of this nature is specially liable to occur between 
coi^nes whose currencies are not based on the same metal 
When this heay rise or fall occui-s, the margin between the price 
of exchange and the price of the metal exceeds tlie limit tliatTreS 

importaUons or heavy exportations of the precious meteKy oc“,S 
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Now if Mexico carries out her monetary reform without having 
a stock of gold in circulation, she will not’be able to meet a sudden 
demand for the precious metals without having recourse to silver, or, 
in other words, without selling her silver coin as a commodity, and 
thus forfeiting all the benefits of the monetary reform. 

The creation of a gold reser^•e fund would constitute an admirable 
provisions for the oscillations of exchange and would enable the coun- 
try to export gold instead of silver, thus maintaining the elasticity of 
the currency and the parity of foreign exchange. 

If. as I have already shown, a j)i'erequisite for securing stability of 
international exchange consists in holding a greater or less stock of 
gold to provide against the contingency of an adverse trade balance, 
and if the etfects of such a balance are liable to be felt at given seasons 
of the year, owing to the shocks atl'ecting exchange on account of the 
abundance or scarcity of drafts in the market — shocks that will be 
much more severe with an artificially enhanced currency— -it is un- 
questioned that the reserve fund in gold is absolutely essentiai, for it 
will perform the same functions as gold in circulation «loe^ in the 
countries where a stock thereof is held either by the banks or private 
persons. 

Other reasons also militate in favor of the creation of tlie gold- 

reserve fund. . w .1 

It is a fact that, independently of the dangers incidental to tiie 

contingency of an advei-se trade balance, the efl'ects of the mere sus- 
pension of silver coinage reciuire a great many years to make them- 
selves felt, the period depending upon the greater or less currency 

reouirements of the nation. , , . 

Now. with a reserve fund in gold the effects of the reform are 


cr full and immediate confidence in tne succcns oi ua- iriw...,. 

If the conditions of our trade balance are such 
settled through the introduction of foreign capital and if that intro 
ductirdemuls on tlie stabilitv of our currency, every measure that 
tpnds to inspire full and absolute confidence in the succeN> of the 
n'/orm :.n,l thus to encoun.ge the invest.., ent of fo.-e.gn 

capital, is ea.-nestly to be reconiiiiended. ^ 
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probably to occur for the last time, be used as an argument against the. 
creation of the reserve fund ? 

The advantages inherent to the curtailment of the period of transi- 
tion are so substantial that, in order to attain them, U would be well 
worth while to run all the risks, real or imaginary, that could pos- 
sibly be involved in the fall of exchange simultaneously with the reali- 
zation of monetary reform to the parity adopted l)elween gold and 
silver. 


iji>cMcu iiuu n incii Lu uc luiriiiiLiJi wiiii iiie imiLiitni.s jhu xoi 

by a stock of gold in countries wherein that metal circulates. 

Ciold may either be supplied freely for exjmrtation, as in Holland, 

A ^ A A A . v&v ^ ^.-.----.1 1 


viulu Hiuv MijiiJiiru iruriv an lauoiK as jji JiOiiaiKl, 

or at a premium of so much per cent, as in France, always j)rovuled 
that it may bo procured at the legal parity in exchange for the circu- 
lating silver coins as soon as its exportation l)ecomes necessary. The 
fund will thus be the regulator of the. internal circulation, destined 
to impart to it the necessary elasticity and to bo the agency for the 
settlement of our foreign trade. 

If the monetary reform is to be based to an equal extent on the 
suspension of the free coinage of silver and on the creation of a reserve 
fund in gold, the opening of the mints to the free coinage of gold 
follows as a necessary conse<iuence of those measures. 

When a country suspends tlie coinage of a metal it must adopt one 

of tlie following; inonsures : It must either coin no new money or it 

must t^in money of the depreciated metal, receiving gold as a deposit, 

as in India, or it must coin gold money as all otlier nations in the 
world have done. 

In the first case the evils occasioned by currency contraction are 
greater than any possible benefits therefrom. 

ISO country that is progressing and whose domestic and foreign 
trade is constantly increasing can exist under such a regime. Scar- 
city value has no assignable limit; and a constantly increasing 

inability of available currencf 

s “ :iT,rsEd'S:' ■" p" 

<‘oins and to take gold as 
the basis, for undoiibtedly there can be no better proof that cur 

rency requirements deniand additions to the stock o/coin than that 
gold should be offered for convei^ion into coin, in spite of itr^cS 
of \ qIug fis bullion over legul purity. 

some persons prefer 'that silver should be coined the 
fi ^ leceived in deposit, so as to form a special reserve fund 
«lu e 0 hers would throw open the mints to the Le coina^ of “oW’ 

may b?s‘t™ck"S thal met) wiironreiti'’'T 
requirements thereof necessitate tht. ^ mwulation when the 

It IS this and this alone that renders possible the concurrent use in 
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circulation of two kinds of coin, the value of one of which has been 

scarcity while the value of the other is fixed by the 
market for the precious metals. 

If both coins, the old and the new, are to enter jointly into circula- 
tion, it matters not whether the new coin is struck from a metal other 
than the demonetized metal or from that demonetized metal, pro- 
vided it can bo exchanged at the legal j)arity for the metal constitut- 
ing the deposit. 

As the new coin to be put into circulation will be exportable and 
the exportation will take place when it becomes necessary to settle 
abroacl the balance of international trade, it will be the same whether 
the coins sent abroad are withdrawn directlv from circulation for 


fore absolutely the same whether gold is coined or silver is coined 
and gold deposited to be ustul for exportation when the necessities 
of exchange require the reduction of the volume of coins in circulation. 

Vet, h-om the point of view of the internal market, exclusively, it is 
not the same. 

The opponents of the free coinage of gold argue that if gold coins 
enter into circulation they run the risk of being withdrawn there- 
from for hoarding purposes and that, on the other hand, any metal 
held as a dejiosit can defend itself more efficaciously against tlie 

exigencies of exportation, . . 

These reasons allord no solid argument against the free coinage ot 
gold, both because the person who is determined to hoard it can just 
as easily exchange the circulating coins for the coins held in <lepoMt 
as he can directly withdraw coins from circulation, and l^ecansc, if the 
obiect is to protect gold from exportation, the jirotec ion is mo e 

S"i, I ih, soU » l»l<l ly '■ 

” “ irK II . ».■ ~i". ty 

to guarantee otlier coins put ^ 

deposit win ■vXnlls:i"‘tottli:‘U:edhyiM 

relation as the stock of ca^h of ^ exportable, 

bank: and just ns 

are, when the necessity arises foi m.dvi 1 .j* i„er the circulating 

i,it; specie and that specie ^>or d, ■ ;Xnted for conver- 

rri.:trg<dl'^ilHr“s‘:i:\.nly metal, win be sen. 

abroad for the settlement of f,.ee coinage of gold is 

But if these reasons suffice to „f .Jiver guaranteed 

to be preferred, on the other ‘t*ihe capital repres^'iited 

hv gold is liable to the serious ‘l>*«'vback tha^^ ca, . 
by the deposit becomes an accumulation vlucli 

ductive to the nation. 
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One can understand why a bank of issue should put into circulation 
notes payable on sight to Bearer or certificates of deposit in silver and 
gold, for they are either issued on a larger scale than the slock of cash, 
in which case they afford substantial profits, or they are issued on an 
even scale, so that the engraved note or certificate at least implies a 
saving. But there is no object in the issuance of coins made of one 
metal and the holding in dejiosit, ns a guaranty tlierefor, of a like sum 
in coins made of another metal. The capital which that deposit rep- 
resents is a capital withdrawn from the country’s general wealth and 
which fails to perform the proper functions of capital. 

Unless, therefore, it is desired t(» burden the country with an idle 
accumulation equal to the increast* of the (uirrency. it is indispensable 
to throw open the mints to the free coinage of gold. 

The free coinage of gold offers, moreover, the advantage that in a 
gradual and progressive manner it will attract gold into circulation, 
thereby strengthening the currency and assuring the evolution from 
silver monometallism to gold monometallism. It is true that gold will 
only enter into circulation when currency requirements irresistibly 
attract it. but its j)reserjtation for coinage will afford the assurance 
that it will be retained in the country as long as the circulation con- 
tinues in a normal state. 

I have completed the exposition of the reasons for the opinions 
which I have maintained at the sessions of the fifth subcommittee. I 
regret that I luive not had time to outline tlie functions which from 
my point of view the gold-reserve fund ought to i)erforni. But I 
was unable to find time, and my only object in drawing up the fore- 
going memoir was to demonstrate the imperative nece.ssity for the 
adoption of the three measures that must constitute the foundation 
of monetarv reform. 

,, Joaquin D. Casasus. 

Mexico, November 16^ 1003. 


Annex No. 8 .--Opinion or the Commissioners Tac. Joaquin D. Casasus, 

Enrique C. Creel, Manuel Fernandez Leal, Josfc de Landero y Cos and 
Genabo uaiqosa. 


The undersigned regi-et that they have been unable to reach an 
agreement witli the majority of the ineinbei’s of the fifth subcom- 
mittee m regard to the necessity of the immediate formation of a 
reserve fund in gold and in regard to the method of organizing that 
fund. They would have been satisfied with a special mention in the 
report of the fifth subcommittee of the different opinions which each 
one of Its membei-s has expressed ; but having been invited to present 
the e,round of their views and to expound in a concrete manner the 
piinciples which they consider ought to serve as the basis for the 
monetary reform, they could not withhold compliance with that invi- 
tation, were It only as a token of the profound respect which tUv 
entertain and have always entertained for the opposite opinions held 
and maintained by the majority of the fifth subcommittee 

in that the formation of a reserve fund 

S’Jftion. ought to ^ established iiLnediateir They 
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The scientific reasons are as follows: 

I. If tiio parity established by law between gold and silver is to 
be brought about l>y the mere suspension of the free coinage of the 
white metal, it can only be attained by the rarefaction of the mone- 
tary circulation: and that rarefaction, besides being difficult of 
realization, engendei*s evils greater than those which it is intended 
to remedv. 

II. Though the parity established by law between gold and silver 
can in the long run be attained by the rarefaction of tlie monetary 
circulation, it affords no guaranty of stability in case an unfavorable 
commercial balance necessitates the exportation of metallic specie. 

III. A stock of gold, whether in circulation or held in deposit, 
owing to the fact that it consists of exportable coins, is the only 
guaranty for the stability and safe operation of a monetary regime 
based on the artilicial cievation of the value of a coin due to the 
suspension of free coinage. 

The reasons of public expediency are as -follows: 

I. The success of any monetary reform depends on the confidence 
with which the public receives the new coins and the certitude which 
it entertains as to the stability of tlieir value. 

II. The adoption of successive measures, intended to be applied 
in turn, in case each proves insufficient for the attainment of the 
desired object, destroys in advance the confidence that is indispensable 
to the success of the reform. 

III. If faith is entertained in the efficacy of the various measures 
that aim at assuring the success of the monetary reform, the most 
elementai'v prudence counsels their simultaneous adoj)tion in oidei 
to increase the probabilities of that success, 
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use of the instrumentalities of credit the increased demand is lilcely 
to be offset for a considerable time to come l)y a liigher coefficient 
of rapidity in the movements of the monetary circulation. 

The suspension of tlie free coinage of silver would encounter diffi- 
culties in producing its natural effects in Mexico, and even if it pro- 
duced them it would only be after the lapse of a great many years. 

Granting, however, that the rarefaction or contraction of the cir- 
culation could be brought about in a relatively brief period of time, 
what would have to be the importance of tliat contraction to enable 
it alone to maintain the price of silver coins at a margin of from '^0 
to 50 per cent above their bullion value? What would be tlie etlects 
of that contraction? 

It would be difficult to lay down a law wliicli should establish a 
connection between the increase in value of a circulating medium 
and the quantity of that medium : but it may be said, with a fair prob- 
ability of accuracy, that if the increased value of the medium is due 
to the curtailment of the quantity the decrease in the stock of coin 
will be proportionate to the enhancement in its value. 

In order, therefore, to make silver coins worth from JIO to .50 per 
cent above their bullion value, it would be approximately necessary 
in order to attain that enhancement to curtail the circulation in pro- 
portion to the total volume of business by from JIO to .50 per cent. 

Now the disastrous effect of so considerable a contraction of the 
monetary circulation are well known to everyone. 

As prices do not depend only on the quantity of commodities 
offered, but on the quantity of coin that can l)e given in exchange for 
those commodities, on the hypothesis that production continues 
unchanged and that the quantity of coin is reduced by one-half, 
prices would undergo a like rediiction ftnd in their decline would 
occasion the ruin of producei-s. Tlie transactions wliich render indis- 
pensable the circulation of wealth would also be paralvzed. for, inas- 
much as the rate of interest on money is intimately bound up witli 
and dependent iipon the quantity of coin in circulation, it follows that 
that rate rises in proportion as the circulation of coin decreases. A 
high rate of interest on capital is an invincible obstacle to tlie natural 
development of wealth, for while it permits the investment of capital 
ni businesses that are exceptionally remunerative, it destroys capital 
already invested in productive enterprises and arrests the progressive 
march of nations. 

If the parity between gold and silver, created by law, has to be 
attained at such a price, it would be better to go without it, for the 
benefits which the fixity of exchange might bring along ivith it would 
be more than offset by the evils that would flow from the decline of 
prices, which would be proportional to the curtailment of the circu- 
lating medium, and from the stiffening of the rate of interest which 

would be commensurate with the effects of the contraction of the 
monetary circulation. 

The disastrous effects of the curtailment of the quantity of coin in 
circulation niigjit be borne by a prosperous country and there are 
persons who believe that they would be compensated by the benefits 
winch the stabilization of exchange would bring in its train 

the truth of this assertion, it is nevertheless demonstrable 
that the benefits of fixity of exchange can not be stable and lasting 
If, as a consequence of the monetary reform itself, the foreign capital 
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Ihnt comes to the country in quest of investment is clivertecl to other 
lands or ceases to be siiMcient to make good the adverse balance of 
our foreign trade. 

It is a fact that no one will dispute that in recent years Me.xico 
has had to rely on the foreign capital coming to the country for 
investment to compensate the adverse balance of her trade. 

It follows that if, as a consequence of the monetary reform and 
until such time as success shall crown the efforts of our Government, 
foreign capital refrains from entering Mexico for investment, it will 
be necessary to settle the trade balance by means of tlie circulating 
medium. 

Now, will it be possible to maintain the disassocialion between tljc 
value of the silver coins and the price of silver l)iillion on the I..<)ndon 
market in case said coins have to be exported to foreign countries ? 

It is undoubted that nations can not continue imlefinitely to pro- 
duce less than tliey consume, and that the necessity of exporting the 
circulating medium is the only brake capable of checking the ten- 
dencv of nations to buv more than they can sell. But until that pro- 
pensity is corrected, lintil that evil is restricted, until international 
commerce is induced to its just and proper proportions, it is necessary 
to pay foreign nations for the articles bouglit from them, and there 
is no other wav to pav them than to part with the circulating medium. 

The country which seeks to effect its monetary reform merely by 
siispendin}; tlic fiw coinage of silver will not siieeeed in tlie attenij) 
and the failure will he hopeless if, during the period in wliieli the 
value of the silver coins is heing artificially enhaneed, it should proie 
necessary, in order to settle an adverse trade halanee, to export the 

‘^'Tstmdl^of golTId^ in circulation, in the colfersof tlie 
the form of reserved funds specially constituted, is the " - ^ ' 
antee for the easy operation of a monetary system based on the siispui 

sioii of the free coinage of silver. 
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level and flow to points where they And tlie most lu^munerntivc 
employment. But when monetary systems are l)nsed on more or less 
iiigenions artificial devices that law <l(jes not ai>ply, and (he duration 
of the effects in question is liable to In* unduly prolonged. 

A stock of gold, or a reserve fund in gohl, not only enables a nation 
to settle its (raih* balauc<> in an (‘Xporlabl<> coin. bill, inasniiicli as it 
obviates the impairnieiit of the basis of tin* nmm'lary system, |)laces a 
nation on the same footing as if it were undei- a perfect monetary 
regime. 

Inasmuch as gold, when constituting a re^^erve fund, can only be 
exported by the withdrawal of an equivalent <]uantily of silver coin 
from circulation, its exportation produces (Ik* natural elVectsof a <'on* 
traction of (he monetary cinailation, ami therefoi-e ((‘nds to prevent 
the recurrence of adverse balances in intei-national trade: and, as 
concurrently with (he exportation (In* nnuietaiw system ctmlinin*-; to 
operate freely, without impairment of the artificial device wherein' 
the higher value ascribed to the silver coins in circulation is main- 
tained. the requirements of that circulaticm will cause gold to ?‘eturu 
to the country, restoring (he disturbed eipiilibrinm of prices, and pro- 
ducing the necessary elasticity which every currency, in order to la* 
thoroughly efficacious, ought always to j)ossess. 

Under this regime there can be but one dang(*r, viz.. Ilial (he adverse 
trade balance might exceed (he amount of the reserve fund in gold. 
The danger would in any case exist. But it wouhl be remote if the 
reserve fund were (o attain .TO per cent of the monetary eircnlation, 
for a trade balance could not e.\cee<l that proportion without causing 
not merely the collapse of a monetary system, but (he country's ruin. 

In point of fact it is hard to conceive how a nation could be umh*r 
the necessity of exporting TO per cent of (he total amount of its coin 
in circulation in order (o s(*ttle the lialaiice of its internalioual indebt- 
edness, and if such a contingency, which is possible though not proba- 
ble, \vere to arise, it would reveal a situation so critical that it could 
only with extreme difficulty be modified or remedied. 

A gold reserve would, therefore, j)ractically constitute not only a 
guaranty fund, which would assure the fixity of international ex- 
change and the stal)le operation of the monetary system, l)ut would 
also provide for the payment, in exiiortnble coin, of the maximum 
imugin n Inch an international trade balance is capable of occasioning. 

To smn up, it may be sai<l (hat it is absolutely indis|>(*nsabl(* for the 
succe,ss of a monetary reform based on the suspension of (he free coin- 
age <»f silver that a reserve fund in g<dd be createil, for (liough the 
parity established between gold and silver may be attained bv the con- 
traction of the monetary circulation, that contraction woiiUrbe rather 
lurtful than beneficial; and because, even though at a great sacrifice, 
the parity were brought about, the new r(Wi„u. wouhl afford no cniar- 
anty of stability in case an advei'se trade balance were to necessitate 
the exportation of the circulating silver coins. 

Independentlv of the scientific ivasons that have just been set forth, 
It IS indispensable to take into consideration other reasons based on 
public expediency. 

Inform must necessarily be based on 

"'«y to the new currency and 
the certitude which it may entertain as to the stability of its value, 

s. Doc, 128, 58-3 25 
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It is impossible to understand how these conditions could be met by 
the measures whicii the majority of tlie fifth subcommittee have 
sought to recommend to the Government, seeing that the possibility 
that the parity, established by law between gold ami silver, will not be 
secured, is clearly hinted at and the subsidiary steps that will have to 
be taken in such an event are outlined. If the majority of the fifth 
subcommittee declare that in case the legal parity between gold and 
silvi'r proves slow of realization, the surest method to bring about that 
parity will be to add a sufficient sum to the gold reserve to influence 
the home market in the direction of imparting the desired stability to 
the rate of exchange, undoubtedly tliat majority apprehend, and with 
reason, that the mere suspension of the free coinage of silver will not 
suffice for the desired object. 

Now, is this declaration not calculated to destroy in advance tin* con- 
fidence with which the public ought to be inspired as to the probable 
success of the monetary reform' 

Public confidence, though often acting under the influence of the 
unreflecting impulses of the multitude. <Iemands, in this case, actual 
facts that will at least guarantee the probability of succes.s. 

Now. that confidence can not be felt l)y the nation if the persons 
invited to advise the Government as to the best policy to be pui'sued in 
this matter not only express the fear that the attainment of stability 
and fixity of international e.xchange may be unduly delayed, but 
declare that in the event of such a contingency there are other meas- 
ures in store of undoubted efficacy which will have the result of 

assuring the success of the monetary reform. •/ i . i # 

Precisely for these reasons the undei’sigiied helicvo tlint if absolute 
and complete faith is placed in the efficacy of the projected measures 
to bring about, if applied successively, the legal parity Udween goU 
and silver, tlien those measures ought to he adopted .simultniieously, m 
order that the period of transition may be as short as possible and tli 

the results inav at once be satisfactory and definite. ...innritv of 
The differeiice of opinion between the majority ^ ,, 

the fiftl, snheonnmttee is insignificant, 

reserve fund in gold is not an indispensible silver. 

tl.e parity vhich tl,e hnv may 

They are indeed convinced that it affords the ' ‘ . j3,j( t^„.v 

ate way to assure the sneivs^ o ;;^‘:2in the Ilnie 

desire experimentally to see \\hethcr it i. i ^ and they 

results hi the more hfthe cve?^ of th^ 

recommend that recourse be had to tlu gold lej^i 

non-realization of tlie cherished hopes j measures of 

These tactics, -hich y-^.y other casejun 

any other nature would he t ‘ . monetary reform is tlie 

deserve to be taken into confide < in'view is to con- 

stake; because the fundamental o>j to replace the old one, 

Dot ,.»!»» Ill- 

rZ" t E i— I. a... a.. 
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it may be held to have been proved bcj'ond the possibility of doubt 
that the reserve fund is as indispensable a feature of monetary reform 
as the suspension of the free coinage of silver itself. 

The necessity of the immediate citation of the gold reserve fund 
being thus established, it is necessary to describe, even though sum- 
marily, the functions which the fund in (jueslion is to ])erfornj. 

Tlie members of the minority of the fifth subcommittee held in this 
respect opinions which, though essentially similar, ditleivd as to cer- 
tain relatively imimrtant details. Some of the minority members 
thought that, to avoid interference with opei-atioiis of exchange, 
which are and ought to be a s])ecially of the banks, thi* functions of 
the fund should be confined to supjilying gold for cxj)ort, when, aftei' 
offsetting the nations credit and debit, it should prove necessary to 
make gold payments aliroad. 

This system was calculated to simplify givatly the functions of the 
reserve fund and to render its administration most easy; but inas- 
much as, from a strictly scientific jioint of view, to sujijily gold for 
exportation is e.xactly tiie same as to issue a draft payable abroad in 
gold receiving silver money in c.xchange, all the memliers were con- 
strained to admit that the preferential object of the administration 
of the reserve fund might be the sale of letters of exchange against 
the fund itself, payable abroad if jiart of the fund is to he deposited 
abroad, and another part, though a much smaller one. at homo. 

On the other hand, the sale of exchange mav he restricted to abso- 
lute cases of necessity, and for (bis purpose it would be sullicient to 
authorize the collection of a commission of 2 per cent above tlu* 
market price. 

The undersigned therefore think that the reserve fund migiit, dur- 
ingthe period of transition, sell foreign e.xehange at rates that would 
aid the gradual rise in the gold value of the silver eurrenev until 

attaining the legal parity iilus 2 i)er cent, or an exchange rate of 

1 ^ ^ equivalent rates on other foreign markets, and, 
atter the lapse of the transitional period, maintain the stabilitv of 
international exchange, with a margin of 2 )x*r cent, by sollino- drafts 

InelerafparUy.'^'"'' ** ^o^restore 

, reserve fund thus defined would be directed 

to facilitating the attainment of the legal parity between <ro\d and sil- 

to maintaining that parity after tlie transitional period, 
ijhenever the transactions in international exchange might cause a 

SEsas'K',;:"” ™'""s >"• Si.' 

Im? ^ opinions held by the majoritv of said anli 

committee as to the minimum amount with which it is to be 1 

and the resources that are to be devoted to its formatioix 

prime object of the reserve fund is to be able to settle trade 
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ihc inonotarv rofonn. it is neocssarv that the Government should be 
ready to Avnrd oil' tlie harm which tlie phenoineiion in question mijjht 
occasion, and that to tiiat end the fund should he of suftieient inapni- 
tiide to enable the Italance of our international trade to be settled in 
j*‘o!d by means of drafts on foreijin countries. 

It is undonl)t<Ml tliat there are no reasons wliich directly justify the 
choice of *10 per cent rather than of per cent of the total coin in 
circidation as tin* amount of the reserve fund: but, as has been 
•dready said, the iindersicfiuMl soujfhl to lix a niar»:in, an excessive 
margin, bevond which the curtailment of the circulating^ mediimi 
could not ^o without occasioninjr. at least in all probability, a crisis 
so profouml as to compromise* the economic future ol the nation. 

In view of the preqMU'tions which we think the res<*rve fund ought 
to have, it will be necessary, with a view to its formation, to have 
recourse to extraordinary resources ami to other resources that may 
be characteri/ed as normal and indcHnitely collectible. 

The reserve fund will therefore be formed: 

T. From extraordinarv resources, wlu'ther they bo the nations 
treasury reserves oi' the ])roc(*eds of a loan of a provisional nature. 

II. 1^-0111 the profits that may be secured from the mintage of the 

new silver coin. ^ • i • *i 

III. From (he interest on funds deposited in banks either m the 

country (u- abroad. . , 

IV. 'From -1 per cent o\' the import duties which will have to l>e 

i) aid in gold at the parity to be determined by law, said per cent 
l)oinir utilizocl tor tlir iv(loinptioii of the debt c()ntrncte<l in ^ 
necessary to have recourse to a loan for the formation of the iesei\( 

fund 

"tIiV <)iiI\- point in rofinr.) In the resj-rvo fiinil ns to 
ity nn.l tin' n.inni'ity nf tl.n liftli 

wliicli cniiccnis its aclministnitniii. fnr all am ' f „ssii|s 

kept separate I'rnm all llie properties that cons ■ ' ' ivliich tlinin'Ii 
„„1| it sl.nni.l he ailniinistere.l l.v n "’"’I' ? 

preside, I ni er l,y tlie niinisl.T nf hnnne,' nm j!" f ,o rmv..n,ment from 

j) osed of jirivate individuals to he seintt . hmikin" world, 

among persmis of prominence in le ^ opinions held 

With a view to presenting in a f// 'f, 1 s fimetions. forma- 

by the undersigned in regal’d b' -it inns have been drawn 

tinn. administnition. etc., the following propositions ha^c 


.„i„„„fa re.ervefnn,l is 

as n.a-essarv ainl imlispensilile tm m, 


up: 

I. The creiiuuii ».i « r...!;..-.,,, 

the fifth .siihcommittee as necessary b' ^ 

,i„„ „f Ihe n,nn,.|ary refnnn ivill. : 


m of the monetary reronn wuo r*' ' fnlhiwim’’ fimetions: 

IT. 'I'he ri'sei’ve fund will .;i(rthe »n'ndual rise ( 

(„] It will, .hiring the period of tru"^ 

,• gold value <.f the si yer coins y ; , .,ttainmei 


of 

mm 


(In* gfihl value of (he s. ver cuns , ,„gi, the attainment 

IK.rtsal rates that shall on New 

|,r parity plus ■' p,'r cmt. c.' m, ' 

'I'.a k an, I cpiivalcril ,-xcl,anfr,- rates <m ■> ' * ^ ^ , j, „.i|i ,,i,l il„. 

(A) Wl...„ tlK- pcri.Kl ..f .iuirlit a mai-in ,.f 'J 

laainlcrianc,' <if slal,!,- inli-riialiiaial i. ' ' ^ „f Mexic, ,>" 

As l„Mf; a~ ,lra fls an- la-mfr m.I. n 111, 

New VimI; at rates that ale nn,l,'i . j „ rate lias been 

net be sold out of the reserve fund; but «liui 
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pa^^^ed, such quantity of forei|;n exclian<rc will be sold ns shall, iti tin* 
opinion of the managing coiniiiittee of (he fiiixl, snflice to reestablish 
the legal parity. 

III. The amount of the reserve fund is fixed at )1() ])er rent of the 
value of the lu^w coins to be issiu'd or their ejpMViileiil in gohl. 

IV. The reserve fund is (o be created partly in the country and 
partly abroad. 

V. The reserve fuiul will be formed: 

(a) From extraordinary resources, whether they be the nation's 
(reasuiy reser\’es oi' the pro<a>eds of a loan of a j)rovisional nature. 

{b) From the profits that may be secured from the mintage of Hr* 
new silver coin. • 

{(') From the intere.st on funds deposited in banks either in the 
cotmlry or abroad. 

(*/) From :i per cent of the import duties, which will have to be 

paid in gold, at (he parity to be (letermined by law, said 3 iier cent 

being utilized for (he redemption of (he debt conti-acted, in case it be 

necessary to have recourse to a loan for (he foi’ination of the reserve 
fund. 

VI. The reserve fund will be completely disassociated from all 
other tunds of the national treasury: it will be devjited solely and 

n'lwlfTf f*'’ ‘V (Government ’make 

use of It for other liabilities of the national treasury, whether ordinary 
or extraordinary. • > 

^ iKlfiinistered by a commission 

appointed by the (Tovernment and presided ov<‘r by the minister of 

nuance and public credit. ' 

amount necessary for (he formation of the reserve fund 
V be gradnallv accumulated during the period of transitim. and 

m il f "'I'vn that period shall have terminated and (he nor- 

-f p--ity 

dinw transition exeeed three years and 

In vievy of the principles maintained by^the maioritv of tUo VM. 

siil)coiiiinittoc‘* in tvliinK fK i ’j. i ^ tup liitli 

S3.;: jr '”•!? -r ‘ 

the monetary circu at on 'it k w V-'’ " ‘^“■>“»etion of 

which wouId\neet “he pressfn.1 

per or defer the effects Liifrht ?n ^ i * ^ ^“'culatioii would ham- 
of the circulating medium ^ ttbout by such contraction 

all? Zoaitropi^iL"‘’LX^tf >>nde..igncd hold n dimnetrie- 

czzi Srit i's 
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vor and o:oM roin? at tlio on idiest pof^sildo moment : and, further, seeing 
tliat Ihev do not Imild tlieir Ijopes of the success of tlie monetary 
reform on the contraction of the circuiation. but on the efficacy of the 
functions of tlie reserve fund, it is natural that they should champion 
the expediency of throwing open the mints to the coinage of gold. 

It is probable that gold would not at once be olfered for convei*sion 
into national coin, even though its coinage were free; but not on that 
account ought its coinage to be prohibited when trade, the supreme 
arbiter, causes its presentation at the mints of the Kepublic. 

Tlie undersigned have observed a lacuna in the report of the major- 
ity of the fifth subcommittee in regard to the measures which should 
be adopted during the peridd of transition. 

It is certain that the mints of the Republic will not be able soon to 
turn out the entire (luantity of new coins necessary to be given in 
exchange for the coins at present circulating: and in order to provide 
for this situation and to assure the earliest possible disappearance of 
the present circulating medium, thus preventing the concurrent use of 
two ditl'erent hinds of coin by the public, it would seem advisable to 
authorize Ihe mints to issue certificates of deposit to bearer for 
amounts of $.‘»00 and $1,000, which will lx‘ exchanged for the new coins 
as fast as thev are turiUMl out within a siiecified period of time. The^ 
certificates could form part, jtisf as if they were coin, of Die metallic 
reserves, which, according to the law governing institutions of <'i^dit, 
the banks must hold as a guaranty for their note circulation. Ihis 
measure would abridge more etfectively tlian any other the period ot 
transition, and would enable tlie (ioverninent to retire within a vei> 
short period of time a large portion of the present dollai-s that aie in 

ENRiQt^E C. CimE,,. 

M. Fernandez Leal. 

G. RAlfiO.SA. 

Joaquin D. Ca.sasus. 

Mexico, Dcremher 5. 1003. 

going project. t Landero r Co.s. 


r«.oTnc r>iAZ Di’Foo. Ricardo Garcia 
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Granados. Jaime (Iuuza, Evebardo IIeokulscu. 

MACEIK), and C'arlos Sei.lf.riek. 

The nndersipied ropret that *’* p' '“""f snhcoinniit- 

indorsoinent of all of their aftw careful atiidy. they 

(ee for the plan of ' b V.it to the enlightened con- 

have felt theniscdves in duty J blic as a remedy for the 

sideration of the (.overnment ‘ whieh in so grave 

cairreney diffienltios wh.eh heset . >■“ ■' 

and serious a manlier jeopardize '‘|> f ' ,„b,.onimittec. in whos.> 

The dill'erenees that have arisen in tin jit ■ Gnrza, 

labors Mr. Knriqne C, Creel, the part, fortu- 

the a.ssistant seeretary. have taken a constant ami 
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nately do not refer eitlier to the measures whirl) constitute the fun- 
damental basis of the plan which we took leave to reconnneiid to the 
consideration of our distinguished colleagues or to many of its details 
even of a secondary nature. Those differences ai-e confined to three 
concrete questions: First, the expediency of creating immediately a 
reserve fund in gold to guarantee the conversion into that metal of 
the silver money whose coinage is proposed; second, tlie oj)portune 
moment for commencing the coinage of the new gohl currency, and, 
third, a mere detail as to the form and circulation of cerlain special 
certificates of the mints, in regard to the creation of which we aiv all 
agreed. In regard to these three points, whose im])ortance, in si)ite 
of the considerable time absorbed by their discussion, onglit not to be 
unduly exaggerated, we, the undersigiied, hold views that differ froni 
those held by Messrs. Jaoquin I). Casasus, Enri(pie C. ('reel, Manuel 
Fernando/ Leal, Jose de Landero y Cos, and Genaro Haigosii. 

Such being the case, the present report ought, strictly speaking, to 
be confined to the points which have given rise to the diversity of 
oj)inion ; but they are so intiniateir bound up with the rest of tlie plan 
of monetary reform which we have framed and whicli ligures at the 
end of this report, tliat it would be very diflicult for us, and perhaps 
impossible, clearly to expound and defend our views in re<rard to those 
special points without having reference to the body of oiir plan and 
without considering It in the aggi-egate. We have therefore pre- 
ferred to give « full exposition of tlie reasons on which we have 
based our plan of reform, setting forth in the ])roper place the argu- 
ments that are adducible for those views of ours that have not been 
fortunate enough to command tlie unanimous approval of our col- 

i™^h 

AXTECEDENT FA(T.S. 

1. After having investigated the matter with tlie fullness whicli it 

IvrinTI 1"'""“^'"" T'\ »«lH-nnnnittee i,r„n 

sne and laborious report, dated August 13, 1P03, eame to the follow- 
mg conclusion: *' It is unquestioned that it is to Mexico's interest to 
rate.” stahility to its international exelnnige 

prLed foniTanmo'o in''' “‘'"">‘.■'8 enstom, was distrihnted in 

one, M™ J os6 ’^le'TanS'y cJi ' "'l'-'' 

opportune moment seemed to have arrived for H 
another subcommittee which «<? in^i; f , , 

interrogatory of the d^Zr ¥ fifth point of the 


monetaif d^ffit 

the most efficacious and opimrlune meSire^S^^^^^ 

monetary situation of the Republic.” * ^ improve the present 
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lifOBLEMS WlIICll IIAVK BEEN STUDIED AND WHICH IT IS DESIRED TO 

SOLVE. 

3. In view of the foregoing antecedents we have considered that it 
was our duty — 

(a) To suggest the means which we considered most opportune and 
ellicai'ious Id bring ahoiil llie stabilization of our international ex- 
change rates, and 

{h) To draw up a j)lan of reform as complete as possible, with a 
view’ to improving the ju’esent monetary situation of the Ue[)ublic. 

-MEANS TO STABILIZE OI'R INTERNATIONAL EXCHANGE RATES. 

4. The iiroblem of stabilizing the rate of international exchange 
may assuredly be solved in different ways, according to the circum- 
stances: luit if. on the other haml. it he considered that the chief civil- 
ized nations have deemed it to be their interest to adopt, and one after 
another have,de facto, adopte^l. the gold standard, turning their liacks 
with or without reaMJU, on the gold and silver bimetallic regime; on 
(he (ither hand, that all tlie attempts which have been made to return 
lothe bimetallic regime in (piestiou by means of international conveu- 
lions. have failed: tliat the gold price of silver, due I 
■ilniu* (\r tn th(‘S{‘ caus(*s coui)le<l with others, has falle 


lions, have failed:' that the gold price of silver, due to these causes 
alone* or to these* causes coupleel with others, has falh‘n consideiably 
in the worlds markets, also fluctuating through a very wide range; 
and, finally, that our financial relations of every kind are wutli gold 
monometailist nations, it has seemed to us that the only efhcaciotis 
and practical method to impart fixity to our international exchange 
rates lay in the adoption of the same metal as the basis or measure ot 

Villiu's ill tlu* Rri)nbli<*. . . i 

Tlie that has led ns t„lhis conclusion is, in ‘'I?'!;''’'’; ‘ 

cisive and setting aside theoretical disi|iiisilions which would 
place 'here, iiiav lie siiiinned np as follows: The phcnonicnon "f " 

!:a:h,i;al e;chan^c is.in .-li;y..ndy the n.su t of opeintninsof 

nature to those whicli lake plaee beluuu a V’ •. ^i„)pii(.itv reiiuire 
and just as the lalPT.for purpoM*s of ■’'d;*; 

so the, former, if, they are to he \,:i:i;:i:,l*y may he 

conditions. nece»ilale the existiua o international eom- 

based and wliieli will be ac<-epted In *'**' ' j. p „-orld. that value 

na-ree. Now. in the present ^dd. the 

ran !»* nothing but a Miigle J , ; p rasily and 

d,sire is to eslaldid. a basis of f is mom*y is in 

expeditiously : for. 'p '' ip,- rates of international ex- 

another nothing but a 'T"""’ ■ * ' p | py t|,at eoiumoility. 

change vary with the ju-ice^ (ommamUii . 

T,IK r.nM> STANI.-Xim WITH .lOl.O IN ClHCUI.ATn.N. 

,c s,:; 

fm-th the results oi *!>='* ‘‘xaminatm i. - j j , pn* commi^''i‘."' 
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Mexico, full particulars, wliicli wt* hero omit for (h(‘ sake of hrcvily, 
will be found. 

G. The most important of those results was tlie demonstration of 
the fact that, among the svsleins in (lueslion, llie best seems to be that 
which is based on the free coinage of gold and tlie actual circulation 
of gold coins, becaust* it rend{*rs a country’s cui’i'ency elastic and self- 
regulating and protects it from artiticial intcrfeivnces which often 
interrupt the natural operation of the <*omplex, vai'icd. and manifold 
causes that influence the economic life of nations. On the ollmr liainl, 
the dictates of science, which stigmatizes as dangerous the interfer- 
ence of the state in the free and spontaneous oj)eralion of economic 
laws, whether that intei’f(*rence is exer<*ised diri'ctlv oi* indirccliv 
through privileged institutions. corroh<ii’ate the conclusion to which 
we have alluded, and. in accoi'dance tlnu'cwith. W(‘ lirmlv Indii'xi' that 
t!u* best monetai’y syst(*m that can be |•ecommcnded to a counli'v 
which desires to realize the conditions that are at present most con- 
ducive to economic prosperity and i)rogress. is the gold standard, with 
free coinage of gold and an actual circulation of that metal. 

7. Now can the Itepublic adopt at <mce a monetar\' svstem bas(*d 
on those conditions, (ir, in other words, can it at once'adopt the gohl 
standard with the tree c<»inage of gold and gold in cii'cnlation f In 
our opinion it can not for many i-casons, of which the two follow- 
ing sum to us the cliief an<l. th(*rcfore, the decisive ones : 

(rt)_ Though the production of gold in tin* Republic has kept i^ace 
with its general progress and last year ( lSK)2-8) amounted to SHI . 
2G8 kilograms, worth $U,805,S)7r).*i7 gold at the legal rate of $G7.5.41(; 
per kilogi'ain, the whole of that production is exporteil ami there is 
absolutely no gold here either in circidation or (as it seems fair also 
to alnrin) hoarded up. for in the reserves of our numerous banks of 
i^sue the stock of gold is insignificant and there is no ground to be- 
lieve that It IS held in appreciable amounts by private persons. Thus 
in order to get gold for purposes of nionetarv circulation, (he nation 
would have to buy it in the open market, ‘which, in one form or 
anotlier, would impose a heavy sacrifice on (he conntrv which neither 
tl.e exchequer nor private parties could carry without ‘serious lo..s. 

(/;) The Republic, on the other hand, is one of the larirest silver 
pioducers in tiie world and is, tlierefore. interested in slaving the de- 
cline of the white metal ami maintaining liie consumption' thereof for 

i ’I!r this interest to be that, 

m all piobahihty, ^e must look to an uncon.scious, somewhat univa- 

fhe‘ iSiof ' realization lliereof, for the foundation of 

flu belief, genera ly entertained until (piite recentlv. (hat Mexico 
could not change her monetary system until her exports other than 

Cl se. IK that ns it may, it is evident (hat our interests as silver nro 
dmeis can not be subserved by the decline in the gold price of silVer 
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othor reason would be more effective and not less important and would 
consist in tlie tact tliat in adopting the jrold standard we should liave 
to withdraw from circulation within a brief period of time substantial 
sums of silver and should cease to require in future the appreciable 
quantities of that metal which we use for monetary purposes. For this 
lw()fold reason, and l)ecause undoul)tedly we should have to sell the 
deiuonetized silver, there would be a larger quantity of that metal 
available on the market and it is well known t|)at the inevitable effect 
of an increased supjily of a commodity is the lowering of its price. 


A SILVER CIRCULATION BASED ON GOLD. 


R. Another fact that is established by a close study of the monetary 
systems of nations which have adopted the gold standard is that all 
of them have retained silver in circulation, in some cases as subsidiary 
coinage, in others as full and unlimited legal tender, but in 'utliei- case 
in very substantial quantities. This fact, coupled with the circum- 
stance that this mass of silver coin has been maintained at the sjime 
parity with g<dd coin, as jirevailed when the two metals stood in the 
ratio Of 1 to 1.“)‘ or 1 to 10. can not but strike the observer as ex- 
trenielv remarkable, when, as is well known, that ratio ceaseil to exist 
years ago and ha-^ given place to a ratio at times approximating 1 to 
40 on the basis of the market prices of the precious metals. 

0. On the other hand, some nations, foremost among them being 
British India, have succeeded in passing from silver monometallism 
to gold monometallism, wliile retaining in circulation a very consider- 
able quantity of silver coins, which at Hrst were as depreciated as the 
metal itself, but which in time attained a gold valuation considerably 
in excess of the value of the silver which they contained. Hence it 
lias seemed to us fair to conclude that though the best monetary 
regime consists in the adoption of the gold standard with goh in 
circulation, it is possible under given conditions to 
under which silver is the actual circulating medium and 
le^ml tender, while at the same time it stands in a fixed and stable 

raUo to gold and is. in consequence, baseil upon • 

10 When silver is onlv used for sub>idiaiy (oinafic . ■ ry ) 

nJ.tv is is ,«U1. ns .s the ^so ,n 

manv. England, and other nations, the th, o her 

,„d; as we have_ pointeil out. «I-ndes a 


./Ily speaking, a currenev '"l^'^nuXiit regime, and this 

tides, or oiiglit to constitute. m< i > • yi„ii;„ice of the public 

because it necessitates the coustan . ,,i‘.,tiors.*~according to sound 
aiitlKU'ities. wliose >»b‘rvc>d'on in > ..^..-tVicted to absolutely indis- 

l-:::;r.::^irrr 

(lie resolutions with which this oP*" * . . yj^.p.„„le(l in the tliir- 

formed (he plan of monetary refoim " ’ jJj j ..nd eon- 

l..en clauses^or propositions contained which the 

stituting, in our hunihle opinion, tin ^ 
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Government of the Republic onglit lo adopt. We now jn’occod to frive 
our reasons for them, merely premising that some of llioso pi’op(jsi- 
tions are not basic nor indispensable, but merelv aim at cotTeclin^ 
the imperfections of our existin<r monetary re^rune. in so far as it 
affects the subsidiary coinage, and that if we have embodied them in 
our plan we ha\T done so because it seemed tons that the realization of 
a retorm in rofrard to more important points atfordcil an opportunity 
that ought not to be missed to adjust the new system to scientitic pi'in- 
ciples, even in points of dcTail, none of which lack importance though 
at fii*st sight they may seem to. 


UASFS or THK ri.AN of mo.nrtary reiou.m. 

A, Clofiing of the joints to the free coinage of silner. — 1*2. ^Anion 
one examines the monetary systems in which silver plays a more or 
less important nMe (and we have already stated that Midi an* the 
monetary systems of all civilized nations, not excluding those which 
have a gold standard with gohl in circulation) it is (*asv to observe 
that there is one characteristic feature which is common tt) all of 
them, and it is that siher is not coineil freely at the reijiiesl of j)rivale 
individuals, but that the right ol issuing it aj)pertains exclusivelv to 
the state, which adjusts tlie quantitv of silv(*r coin in circulation 
either to settled rules or to the dictates of a wist* and enlightened 
solicitude for the public interests. This fundamental fact has led us 
to examine in detail its cause and its effects; and though both have 
been already fully elucidated by economists, so that it would iierhaps 
be sufficient merely to refer to their works, we have decitled to recapit- 
ulate them here, without laying any claim to noveltv. in order to 
make clear the importance which we attach to the fii'st of the bases of 

our plan of monetary reform, viz., the closing of the mints to the free 
coinage of silver. 

known to political economy that money, though 
Its object is to act as a measure of values, is subject to the law of sup- 

K?l' like any other article or commodity that can be<'onie 

f fiv nf 1 ^ mercantile transactions between man and man; and this 

fn\\y e.xplains why it is that a metallic coin, of which the coinacre is 

free, IS, for i>urposes of international exchange— the aspect under 

which we are considering the question— inevitably and fatally linked 

^ the price of the metal of which it is made. as‘is the case with the 

Mexican dollar, and will always be the case as long as we continue 
under our present monetary regime. umrimu 

betwept'^en,'"'*/**^^ phenomenon of international exchan<re 

r./.ivisse;':.'si£-;sr 

happens, tor example, between a pei-son who possesses Mexican do! 

prie: 

and having it coined. It is true that, the ZZZZ 
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of those openitions ought to constitute a limit to the depreciation of 
(Hir dollar', preventing them from sinking to exactly the same price 
as the silver which they contain: hut in practice, owing to causes 
which it would take us too long to explain, that limit disappeai's and 
is of no avail, and in any event it constitutes so small a margin as to l)e 

hiirdlv of aiiv use to the holder of dollars. The situation will not he 

* % 

the saiiH* i I' the coinage of dollars ceases to he free, for then it will only 
lie possible to ohtaiu silver dollars from the holders thereof, who will 
Ihns hnd themselves in i>o»ession of an article of which the supply 
will he limited and which will, therefore, be susceptible of apprecia- 
tion in proportion to the <lemand. This situation, if carefully exam- 
ined, is found to be in no manner essentially unjust, for, as in practice, 
the (piantity of gold is not unlimited (seeing that of the total stock 
of that metal in the world we need only take into account that portion 
which is in the hands of persons who desire or who have to contrilmte 
the value which it represents to our markets) : the only thing done in 
realitv is to create conditions of e{pialily between the interests that 
are pitted against one another. Such being the case, if gold exists 
onlv in a limited ijuantity there is no injustice in also limiting the 
(juantitv of the silver coins that may have to he given in exchange for 
gold. 

lo. lly means of the principle of the limitation of the supply of 
coin, which, in our opinion, is borne out by the experience of all 
nations ami is sanctioned by the teachings of economists, it is possible 
to disassociate the value of a coin from its mere bullion value and 
even to raise it to such parity with gold ns the law may establish, 
provided only that the ipiantity of coin in circulation l)e proportion- 
ate to the demand therefor, or, in other words, that the (piantity ()f 
coin he not excessive in relation to the recpiirements wlucli it is 

destined to meet. . , , 

Ilut what are tliose refpiireineiits in any given nation or people. 
We think that, theoretically, it is almost impossible to ascertain 
tliem. for they depend on causes which are extremely complex ani 
Viirinhlc, siirli as tli,. inmilMT .uicl .-Iwnu-tiT »f |lu' ^ 

wliiili iiion.'V ciitc'is: tli.' nH'ltH-icnt of i>t i.*'- "nul. 

(ion. ^vl,i,■l, in (oco-.l..|M.n.ls „„ (l.o or loss ..sr tlo. is noolr of 

(|„. i„>(ronirntolilirs„f rrcilil in ll.rir nninifoM ' ^'^1,,. 

I.. i(, nr,n.r^( an,l .'vm (In' inrlin.y.ons a.nl ^ 

|)CI1|)||'. wliicli arc iiKi'ii nnlidown anil foi wlin i. i < |..|t||,niil 

in part, it is not always easy to assign a 

cxplanatinti. Kxiicricncc. tlicrctorc. „f yicx- 

in so ilclicatc a (natter, anil (Ins is ‘‘^P''' !'' ■ ^ , 1 ,,, ,.|,.|neiilary 

ien. seeiiin that we are " "I'.""', liv the siiiL'Ie fuel 
factors of the |(|■ohlcUl. as is cleaih J euio s ' . I i.p,„|-j,Mis 

the third M.licoimmttce. in spite ” ‘ ' :\,i‘Voin held in 

iuvesligatums. was iinahle to determine tlie (iuantil> ot 

the Kepiihlic. For tlie time being it 

Ki. We will return to this the 

is desiralile to stale tliat anothei u . I ‘ p , j p, is that. 

operali if the law of s,ii.|.lv anil ''‘''''i' that teinis to 

i , ,,,se hefnre ns. It ean he aflirnie.l ‘’^ ' "ihereof. in the 

curtail the ilenian.l for gohl nr to mereiis.' the siippU 
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home markets, will liclj) llio os(al)lisliinont and inainlenanre of the 
legal parity between gold and silver coins and hence of the stability 
or international exchange. Tn the former respect it seems evident, 
for example, that the expansion of onr industrial prodnetion, cnrlai!- 
ing, as it will, the importation of similar foreign articles which hav(^ 
to be paid for in gold; the use, as far as i>ossil)le, for lh<' sei-vic(‘ of 
our national gold debt, of the reserves owned by our (lovernmeiit, 
abroad, inasmuch as that use will diminish, at least (empoi’arily. (!i<* 
purchases of drafts on foreign cities; an<l other similar measures will 
contribute to the maintenance of (he parity, hkjually c*viileii( is the 
infliience that might be exerted in the same direction by all agi-iH'ies 
tending to stimulate our exports of merchandise as well as of s(*curi- 
ties, involving the introduction of f<»reign capital, which j)lays so 
important a part in equalizing our trade balances, as has been pn»ved 
to the point of evidence by (he interesting investigations of the ^ir^l 
subcommittee. 

17. In spite of all this, could we and ought we to recommend the. 
adoption of measures of a general charaeler. such as those mentioned, 
of which the aim should lx* to bring about and maintain the stability 
of international exchange? Prudence counsels us to refrain from 
doing so, for, in addition (o the fact that we lack a good deal of infor- 
mation that would be indispensable to enable ns to argue with proba- 
bilities of accuracy and tliat tbo (loverninent s tinancial policy is 
already clearly directed to the aims in (juestion. as is proved bv the 
uninterrupted material progress of the Hepublic, it seemed to us that 
the scope, of our labors was confined to the cpiestions (hat are directly 
and intimately connected with the monetary problem as to which we 
were honored by being consulted. For these reasons we hav(‘ confined 
ourselves to the general suggestion contained in tlie opening sentence 
of the eighth base of our plan of reform. 

CRKATIOX or \ BKSEllVE FUND IN (UU.H. 

18. But among the questions (hat are intimately connected with the 
monetary problem is that which involves the expedience of creating a 
special reserve fund in gold, destined to exercise a verv dire<'t 
mfluence oil the home market for foreign exchange, in (ho direction of 
establislpng and maintaining the legal parity between gold and silver 
coins, cither by freely furnishing gold for exportation or sellin<r 
drafts on foreign parts, whenever, owing to the scarcity of drafts on 
the market, there shall arise a stifl'ening of the rales of exchamre cal- 
culated to jeopardize (he maintenance of the legal parity. Tins was 

elSfSIidv*"'^*^ object of our 

■ U»f«rtunatcly in this respect the opinions of llie persons form- 
mg the fifth subcoinmitlec and of Mo.ssrs. Enrique C. Creel and Jaime 
trurza, who have taken an assiduous part in the labors of that sub- 
committee, have not been unanimous. 

Messrs. Joaquin I). Ciisasus, Enrique C. Creel, Manuel Fernandez 
1^1, Jose de Landero y Cos, and C.enaro Kaigosa advocate the imme- 
diate creation of this special reserve fund in gold for the reasons set 
forth by them in separate documents. The undei-signed have come 

conclusion for tlic reasons which thev will proceed to 
expound, after placing on record an important reservation. ^ 
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-^0. acknowlcdjro tliat the creation of a reserve fund in gold, 
providctl its amount be considerable, is, without doubt, the most effica- 
cious measure that can l)e adopted to secure at once a given rate of 
exchangi* and even to bring al)out the legal parity aimed at, seeing 
that it brings into play l)oth of the influences which we have men- 
tioned as best adapted for tlie realization of tliose objects. On the 
one haml it increases tlie supplies of gold oilered in the home markets 
and on tlie otlier it withdraws silver coin froin circulation, so that its 
action will be twofold aiul. in conMMjuence, rapid, nay, immediate. 

21. Hut this fact, from our standpoint, constitutes one of the great- 
est drawbacks to the c)‘<‘ation of the fund upon the first introd\K’tion 
of the monetarv reform, for it is not to Ik? forgotten that that reform, 
(hough destinell greatly to benefit the general interests of the Repub- 
lic. will at first occasion some inconvenience and loss to the export 
industries and tlie silver-mining industry. The silver-mining iiidiis- 
trv. under the present system, which enables it to turn its output into 
coin. is. paradoxical as it mav seem, the industry that is least affected 
bv the decline in the gold price of silver: and the other export indus- 
trios \vhi(*lu in proportion silver hns deeliiiod, have seeurecl huger 
and lai-'n'i- amounts of tlie national coin for the <rold in which they 
have sohl their nrodiK'ts, will cease to enjoy that iirivileoed position 
when the inoiielarv reform slnill have heeii consinniiiated. as they will 
no longer reap the profits which they noy/ocure at the 
realitv. of the generality of the Republics mliabitants. 
has been demonstrated !>v the labors and iiivestiga ions of all the 
subcommittees, especially the fourtli;_and though such a condition of 
■ithirs is detrimental to the national interests, though the new m‘>ue 

gressively. so that tiu meiesis . be 

selves to the new conditions ' - J ^ ^ coinage of silver, 

achieved l)y tlie the valued our sil- 

I" "'fr,;;;! s',c 

Ifv cither at oiic<‘ or very soon. If • , • lU-jt rise hv artificial 

wbuhl not be in fa^■<u• <>f 

in.'ans, for Ihc mere fact of th < V , f„r infcrriiif: 

,|i,i,n,s of the cxchaiifrc ""VI „ ,.,iiT,st tlHMns.-lvcs to the 
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incidental to the brusque and aitihcn.l 
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parity, it has been urged that the country is aceuslomcd to violent 
fluctuations in the rate of exchange and it is inferred Unit oik* more 
fluctuation would not j)roduce disastrous consequences, principally 
because it would be the last and w(Hild lead the way oiu’e. for all to 
the wished-for stability. Frankly, we must say that this argument is 
far from reassuring us; for, though it is true that the country has 
passed through brusfjue and unexpected variations in llie rates of 
exchange, those variations are none tlie less an evil which, as a matter 
of principle, it is not permissible voluntarily and deliberately to 
court, and, moreover, there is a dift’erence between putting up with 
alternations of rise and descent and confronting a delinite and lasting 
fall of e.xchange rates. 

23, The inunediate creation of the gold reserve* fund might be 
recommended, as it has been at some of the debates of the lifth sub- 
committee, as a means not of at once attaining the legal parity, hut of 
bringing about, with a certain degree of prearranged I'eguhirit y, 
a gi'adual and progressive improveim*nt in the rale of exchange. In 
our opinion this system Avoultl also be very dangerous, foi* it wouhl 
vest exclusively either in the authorities or in a special bodv to be 
appointed by the authorities the absolute control of the e.xchange 
market, without allowing any scope to the natural caus(‘s which 
ought to govern it and to have free play, unless, indeed, it should 
ap[)ear that other artificial causes are at work to impede the success 

of the reform, in which case ineasuix‘s for the removal of those causes 
would be warranted. 

On the. other hand it would appear very diflicult, not to sav impos- 
sible, to map out m advance a programme that should embrace a 
period perhaps of yeai-s for the gradual realization of the stability 
of international exchange rates, and in anv event it is certain that the 
gradations, liowever prudently they might be calculated, would alford 
a wide margin to speculation, of which the basis would he all the more 
secure in proportion to tlie confidence felt in the Government's ability 
to carry out its prearranged programme. Its modus oi)erandi would 
consist in he introduction, in the first instance, of a gold capital 
which would be exchanged for a given quantity of pesos, and with 
the^ pesos more and inorc gold would bo bought as the rate of 
exchange continued to fall. It may be said that in this way the intro- 
duction of foreign capital would be encouraged. True ; but its obiect 
'oiild not be to promote the welfare of the country, but deliberately 


ux rtiluiuer sort on which we need not dwell L 

—it, 

was stated during some of the discussions of the fifth subcommit- 
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tee that there ini^ht he reason to fear the organization of a combine, 
for the purpose of maintaining the high rates of international 
exchange, for the benefit of the silver-mining interests and the export 
interests in general — intere>ts represented by coinmunities which, 
though not niiinerons, wield considei'able financial power. e believe 
that the (loverinnent would not remain inactive in the new situation 
and that its moral iidliicnce. supported as it would be by the banks, 
by imi)orters. and. above all. by all the legitimate interests of the 
countrv. wouhl suIIkh* to bailie a monopolistic combine of this natuic 

in (lie 1‘Vent of itM'oining into existence. 

'2i\ It lias abo been said that the countrv s tra<le balance is always 
adveise and that it has oidy been M‘lt!eil hitherto through the invest- 
ment. on a large scale, of foreign capital. The fact is uiKpiestioned 
and We ha\’e no tliought of controverting it : but the monetary refoim 
will in no wav discourage furtluT investments, rather it will stimulate, 
them however slender its immediate etlects may be. for in any event 
it will con-litiile a moral and materia! improvement over present 

MoreoNfr. the more adverse our trade balance is maile out to he 
the mvatcr the danger of creating a re>erve fund m gold, tor the 
<rivnU'y will be the risk of its being exhausted rapidly and to no pin 
pose; for. inasmuch as the stability of international ‘^l^ge ( ej^ 
i,s w.' belii-ve we have demonstrated, on the equilibrium 
the demand for gold and the deniaml for sdver com. it would stdi 
I, i„ 1„ I, .-in- th.i ..luiiii.ninn t,. P ;'y; 

„„ , 1 ,, f<.nr> nf II,.' Hu n " , 

existence of a fund luressardv limited m amount and of ^ 

ntilitv. if it exists at all. may consist in ^ 

wm-.ls, if Dili' Ini.l.' romli'ti'.rn- tin'll if <li« 

f„n',.s „f 111 .' .'onnlrv nli.n.' <■„„ is',lesii'al>l.> in 

liicii Ilf ciinililii'inin nnlv ti'inpoiiii^ <> ' j jf ucci'ssiii'y. In 

anv i nsi' to Unow tin' nllii'ary "* ,,loni' oitln'i’ *<> 

iinpa.l to tlii'in sni-li Mimnins as to to ns in that 

tail oiii'irolil I'l'.mii'i'inontsoi'toantrment < 

' ,„ v 'f , t I n that of the best 

inilivi.lnal ini(iat,ve. which is inoi'.' po»cit"‘ 

anil wisest jroveniin.'nt. „„hl-i'.'s.'i'Vi' fnml is attcn.leil 

27. The iinnii'ihal.' c.'i'alion "f ^ "y,, V,,, „ot pass nve,' n. 
will, anoth,',' very senoiis , laity, i ' „.itli ,'onli,h'ni',' m 

silence. it miy H |,e vieweil in a ihtl.'.'i'nt 

(lie nnili'i'ial .sncccss of tltc ‘ ,|,(.v nii?ht .'(insiih'i' Us 
liglil by Ollier eapitali'ts if this were to ocelli. 

jiinonnt insidlieieiil or tor an\ olh . ‘ ' ^.,y the least, not 

and it must be allowed fund migd.t pn.duee the 

the (‘Xi-teiiee (*f tiie goM i' ... .f only teiii- 


upossible, tlie ,vxi^len.-e o • - j: ; V’ * j occasion, it only umm- 

./•V opposite idlect to that capital, eager U>^ 

orarilv. an exodus ot foreign. na\ favorable rate. Ib 

the oppo.'l.inity for convci'sio,, in - ' ,„,„|ati,>n might take a 
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in finding nn open door and a locus standi) it will he owned that oiir 
apprehensions can not be regarded as excessive. 

28. It has been argued, as against our point of view, that the sys- 
tem whose adoption we recommend is based on currency contraction, 
which, if considerable, may occasion most hurtful results, and in 
support of this argument we have been invited to contemplate the 
example of British India, whose government lamented witli all the 
emphasis permissible in official documents the evils accruing to the 
people of India in consequence of the currency contraction, which it 
IS affirmed had to be resorted to in order to raise the rupee to the 
level which the British legislator had fixed. 

Wc might say much as to what happened in British India in this 
connection, for there are not lacking solid grounds, also sanctioned 
by official documents, to believe, on the one hand, that the improve- 
ment which occurred there in international exchange rates was not 
due exclusively to the contraction or rarefaction of the currency, but 
also, in no small degree, to other general circumstances which led to 
incieased offers of gold and which fully and clearly bear out the eco- 
nomical princijiles expounded by us in the foregoing paragraphs; 
and, on the other hand, that the high rates of bank discount which 
were especially noticeable in 1898 and which the Indian government 
attributed solely to a scarcity of the circulating medium, had oc- 
curred m previous years and were probably duetto famine and pes- 

uloncc, which in that country constitute a periodical calamity 
deranging all conditions. ^ 

AA^e will not make the^se assertions without proof, and we take 
leave here to copy the passages hearing on the point from the very 
noteworthy and important reiiort rendered in 1898 by the celebrated 
committee of wluch the chairman was Sir Henry l4. Fowler Tho 
parages m question are as follows: 

it has not been 

pio\ed that the rise in the value of tho rupee since 1894-95 is duo 

f <'‘»»t‘i'ction of the Indian curi-ency, and it may lx* 
that It IS not due mainly to this cause. It is not coi-tain that there 
has been any contraction of the Indian currency which has mate 

inferred”^tiwUlu.re be 

iiiieriea tnat tlicic must have been some contr*irfinn fK .4 ^ i 

contraction has bad sonu. influence T the exchange vfbl^ o^ 

lupee. On the other hand, there are causes other than contraction 

dice which anv or all of them hate had Precise depee of inBu- 
in the exchange Not onTht i a alteration 

.musually low rate of exchange that m'ewfiied ill d”*® 

aolely to a relative redundanc/of the LiatJ clttTdicy! toosf^g 

S. Doc. 128, 68-3 26 ® 
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(if (Ik‘ Iiulinn mints lu'cessarily brought into play many disturbing 

intlneiKvs which may have affected lSi)4-5)5. 

% 

" Since the mints were closed there has also lu'en large borrowing 
on Indian account, and there have bi'on in some years large reductions 
below the normal amount in the public remittances from India, while 
(hictnations have been experienced in the foreign trade of India due 
to famine and plague as well as to other causes. All th(‘se causi*s 
must at different times have affected the e.xchange either favorably 
or unfavorably. 

“ Another influeiux* which must have iiad a favorable effect on tlie 
Indian exchange is the reduction in tlie inijiorts of silver due to the 
closing of tiie^mints. Tlie average yi'arly ni‘t import in the three 
\ears preceding tin* closing of the mints was bbbl^.tiTS ounces of tin? 
Value of Kx. 12.O2().20(); and for the three years ending 18!)8-01) the 
average n(‘t import was )U.12ti.*17t» ounces of tla* value of Ilx. (».l()>h4-31. 

In the face of the facts we have just stated, we are unable to 
accept without (jualilication the opinion tliat the rise in the value of 
the rupee since 1804-1)5 has been due wholly or mainly to a relative 
contraction of the Indian currency. We are not prepared to say 
that the contraction of the Indian currency has not been an impor- 
tant factor in the rise of the Indian exchange, but so long as the facts 
of the ca<c are surrounded bv so much olnciirity we consider that it 
would be unsafe to base action of so drastic a character on this 

the case that the rise in tlie value of the nipee siiiee 
181)4-5)5 is not due wholly or mainly to the relative contraction ‘d 
Indian currency, it follows that an additional contraction of iha 
euiTeuev. nrodueeil avlifieially hy the witluhawal of rupees iii Ih 
«av i)rop<;se.l I.V tlie of India, iiii.dit no '“^1 ' 

lieved- and thougli we accept in principle the proposition tiui 

eairiod out on a large scale and within a ""‘'"'.j;;;!;:*" ' 
aggravate, if it did not produce, a period of stiiiigeiut in tin 

with the ipiestiou of ilisniinit rates, it will he sidle 

..i,..,Mo' vliiark Unit the f dw lund- 

.,„t heen '-nM Pe^'it on .dh of Jaiiiuiry. 

iiiimi rate ot the (at whicli ligm’*^’ 

lSi)8. rising on 24th of “ 1 p,] fall ladow 10 per 

stood until the 2ith of ^ ^.ason •> 

cent until the Uitli cf ^ nds though the total 

lH<)8-!)i) has never L . ' ^ Kx. 210.000,000 m 

1808-00, as tiK-i- bankin'^ arraiigeiiKMits in 

-While it mav be adiirsted to the 

India might not with ailvantage i,„t ,l„nht tlnit one of 

growing l■e(llnremeIlts ot .*"‘''='".**'1 lu,, 7 _j)g ^vas the revei*sal (iim*s- 
Uie main eanses of the stnngeiic\ o * • - , |j ^ time) of the 

Hlalcd by tlie e.xccptional ” market in the 

redations of the government of India and tlu nioiic^ 
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auttmiii of 18f)7. In ordinary years the governineni is able, Ihron/j)! 
the sale of council hills and telegraphic transfers, (o ])lace lar'^e sums 
at tlie disposal of the money market throughout the aiitunin and 
winter. Tims, during the last four months of 1804, llie hills and 
transfers sold hy the secretary of state amounte*! to Ilx. S.():)2,()00: in 
1805, for the same period of the year, the amount wijs Kx. O.SHS.OOO: 
in 1890 the amount was Kx. 0.d.5().5)0(). Ihil in 1807. owing to the, 
depletion of the balances of the goverjiment of India, brought about 
by expenditure on famine relief and military o)>eralions and bv fail- 
ing revenue, the secretary of state was unal’)Ie, from the Isl of Sej)- 
tember to the loth of November, to oH'er bills or transfers for sale 
and was compelled to purchase drafts on India for Ux, I.OOO.OOO. 
Thus, during the last four months of 185)7. the anKUint pla<-ed at the 
disposal of the Indian money market in (he presidency towns in con- 
sequence of tlie remittance transactions of (he goverilment was only 
Rx. 332, <00, or Kx. 5,724.200 less than tin* year before. 

It must not be forgotten that high di.sc<mn( rates were* not 

unknown in India under the system of open mints. For example, 

the Imnk rate reached 12 per cent in April. 1890 (in which year (In^ 

rate did not fall below 10 jier cent from the 10th of FebruaiT to the 

L4th of 'vhde m 188!) 12 per cent was quoted contuiuously 

from the 21st of lebruary to jhe 28(li of March, the rale not falling 

below 10 ji)er cent from the 17th of January to the llth of April o? 
tliat year. " * i ^ 

2!). There is therefore good ground for not accepting as axiomatic 
the twofold statement that (he enhancement of (he value of the rupee 

exclusively to currency contraction, and 
1. I was exclusively responsible for the 
rV' of .bank discount. In any case, we may be allowed to 

which India's currency ivform 
\^as affected were e.xceptionally adverse*; for. though the chnventional 
gold va ue which it was sou-lit to give to lln* '^^upee as m ^ 
einoved from Its bullion vaHie at (Tie time when tl!e ref, >nu was 
detioed, the effect on the silver market of the closin- of the Indian 
m s, coinciding as it did with the repeal of the Shmanan act^i^ Im 

I of tlu. white 


NT. r-i— ‘ luan economist, Air. Ibatl 

would brevit iefe. tt consideriug. We 

that all-important point— the futwe gold priceT/s!? 


« UeiK>rt in quesUons Nos. 21, 22, 23, 45, and -Hj 
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involvcil shftll be allowed free scope, and shall not bo disturbed nor 
interfered with unless adverse agencies arise which it may be neces- 
sary to remove or counteract. 

In the respectable and erudite opinion given by one of our 
enliirhtened colleagues. Lie. Joaquin 1). Casiisiis, it is affirmed that 
currenev contraction will re<|iiire a long time to make itself felt here, 
ajid will even prove inefficacious to stabilize exchange in the Republic; 
or. in other words, to enhance the gold value of our coinage, for four 
reasons, which it becomes necessary to examine were it only for the 
weight which the mere name of Mr. Casasus gives to any opinion 
expressed bv him. Mr. Casasus says in this respect: 

The suspension of the free coinage of silver would not suffice to 

stabilize international exchange: i 

•‘1. Because Mexico, despite the progress which it has achieved, 
absorbs annually a very slight (piantity of coin, and therefore the 
enhancement of* the value of the circulating medium would have to 

be the work of a great many years. 

± Because in Mexico a scarcity of (iirreiicy would be more than 

compensated by an increased coefficient of tlie rapidity of its 

‘•3. Because, although IMexico produces gold, there is no « 4 ol(l m 
circulation and no stocks of that metal accumulated in the 

‘•4 Because* .Mexio has an adverse trade balance an. onl> ^ttUs 
same’ by means of the foreign capital that seeks investment in the 

‘“The'first proposition is basi-d on inonotiu-y statistics which scoin 
,0 tlnlt Tehveen the years 187T-T8 and l-.)01-2 the a<Uht,ons 

,i„ “ 

i:;=u » f 

those additions aie less than “ " j . , - owing to lack 

In |)roi)ortion to (he popnlatio • j ' I ! ,j examination of for 
of time, we l.ave been unable t .‘ p , o r ‘pinion, far from heinR 

conelnsive. for it fails to take ; ulnted on an extremely 


'^nsolidlded'w^. t;- , 

Hank of Slexieo ha expanded considerably. Under 

Bank of lamdon ami u' ?„eal hanks which previonsh 

the law of March Ifl. 1«"‘' above all, the State hanks 

1 “ ilm? niav he said that there is 
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with Ihiy report), demonstrate lliis fact in all its interestinjj details. 
Here we only ffive the figures in regard to the stoek of iiietallie 
money lipld by the l)anks on December JU of each (jf the years men- 
tioned, the. note circulation on same date, and the difference between 
the two: 


Year. 

(’anh buUb 1 

iiuUi rin*llbi' 
tliil) 

DlfT^'rr'iM'OM. 


^,2r)i,r>:u.oi 

ri.iia. 410.(0 
2.»JK.MI7.(»I 

t\,WAAm.72 

EU,o:n.fiO 

1883 

1884 

r 4.4iri.(m2H 


(r:o,(K/i.72 

1885 



(V7(t, 895.06 

im 

H.7rvi,(ti2.7r> 


2,492,408.2.5 

1887 

I2.479.0U;.7r» 

Ki.OSl.MO.d! 

1,0 12, 472. 25 

18KM 

1 17.81/1,140.21 
ir».lKS,148.2H 

lH,ir7l*.r>20.(ll 

at.4(«.«io.2r> 

i,n4,:«2. 79 
6,215,770.97 

1889 

1B90 

1 li.2;U.UO>.14 

!i2,ir7:i,ui2.riii 

6.082.242. :«1 

1891 

^ I7.:nr>,u22.:ff 

1 

21M2I),2K8.1H 
! :i 1,721,142.78 
:i8.rir>4.4^j7.78 

ai.aas.rai.w 

a>.aw,7*ia.«> 

»i.r>si.(io«.w 

a(.Wfl),(K,».7H 

:n.4;fl*.inr).r)7 

:i7.«irr,i(fi.(ii 

(1,312.800.02 
7.424.81CJ.ai 
4,401,078.79 
£1,751,400.00 
E.5,115,122. 21 

\m 

1893 

1894 

18» 

1880 

‘ 42, 947, m (17 
> :i4,:nri,:fii}.72 
:i8,t«>4,8i:i,^7 
rii,;/>7,7:i).7u 

E4,9H0,243.<a 
10, ri:&, 802. (n 
1.5 720 (iY> CK 

44.«t<,2r>2.7.'i ' 

r.i.:w>,7(0).a'» 

m.lW5.Kt>.«) 

m.(>i^.404.7r> 

7l.-.Jf»7,«2«.rii) 

W( 14.’’. ^7 III 


1899 

ll.K'ftl. 101.74 
14,017.7(0.72 
15,044,217.77 
01 iKl 111? 18 

180) 

49 701 U1 


rio,2i3,4(w.7:i 
fA 0(Ci 029 K2 


19t«o ; 

a^404,HI5.K| 

W,27l», 7WJ.sk 

w Kft? irii ii 


4'', OU| , Inn/, w 


«The flgurt^ for this year nn* ooly up the end of October. 
E moatLs oxocsa of cosu boMiiiKS i»ver note eireulatloii. 


The table shows, as was theoretically to be expected, tliat both the 
note circidation and the diliei*ence between that circulation and the 
stock of silver have increased substantially, and if the matter be 
rightly legarded, that increase constitutes ‘in reality as effective an 

acldition to our circulating medium as if it had consisted of hard 
Sliver coin. 

To a certain extent this same fact aff ords solid ground for combat - 
iiig the second of the projiositions which we are considering. It is 
indeed ]ust possible that greater rapidity might be imparted to our 
circulation. But if we consider the increasial use that is made of 
bank notes; that the note issues of most of the local banks have for 

i-eached their authorized limit and are still close 

of ^ ^***^^^^ 'D«t*'n«i*?iitalities 

of credit, formeijy almost unknown, lias become very general owing 
to the growing familiarity of the people with banking methods it 
must be owneS that our circulation, ciusicleriu« the voh^e S our 
industrial and mercantile transactions, has already attained a consid- 

ened it can be quick- 

even he ^ ^ ^ proportion as in the past. Nay, it might 

o\en be considered wise to advise the Government to lod< into the 

2i^ uXi tim influence which it may exer- 

ci^upon the solution of the monetai^- problem if left in its present 

fuldremlfLl\VihtuMs7:aro^ 

a See bank statements for October 31. 1003. 


406 


GOLD STANDARD IN INTERNATIONAL TRADE. 


cimilntion lins ronched, it is not likely to expand further nor to cur- 
tail the couutrvV capacity to absorb a larcrer quantity of silver coin 
than it already holds. 

The third reason adduced by Mr. Casasus does not seem to us to have 
anv beariu" on the point at issue. It is miite true (and we have 
already stated the fact iu our Xo. 7.) that “although Mexico produces 
irold. there is no irold in circulation and no slocks of that metal accu- 
mulated in the banks:** but this fact docs not seem to us to constitute 
the least warrant foi’ the proposition that the limitation of the quan- 
tity of silver coin in circulation is incapable of bringing about an 
cniianccmeut of its value in gold, which is the contention of Mr. 
Casasus. On the contrary, if there is no gold in circulation that fact 
will contribute to strengthen the silver coinage, which thus will not 
have to overcome a powerful rival. This is precisely the reason why 
W(* reconiuiend that gold should not be coined at once, us \\ill be seen 

shortlv. , , , 

III iV'^-ard to the fourth reason, which involves our trade Imlance, we 

have dealt with it iu our Xo. and we do not think it necessary here 

to repeal what we have said. r 

Our eMeemed i-olleagues who favor the immediate creation ot 
the «rold reserve fund have dwelt at such length on the .langers of 
currency contraetion that we can not refrain from returning to the 
subiect to the extent of making two simple observations. 

The first is that the currency contractions which we now suller aie 
irremediable, both because the free coinage regime occasions tempo- 
rary and unnecessary inllations of our circulation, followed l)\ an 

“Z;'l 

count rale, as soon .i> a It mU \ ,w,t occur, as soon as the 

to occur, and we see no reason \\ > ■ .. . ,msurance that such 

monetary situation of the Kepu * “ ^ fear of st-rious loss^*s 

caiiital may be withtlrawn u.ere is no 

To dangerous lengths. 


^o riiai 11 KM*'-*'.' - I Kv ihecroation oi lie- , 

ri.thi-r ..-frivivi.l.'. Hint! .lesi.lonitum is to 

30. It liiis also Ik-cii ar;;iie.l (li.i . ■ " (j„veninu'nl oiiolit ly 

„ f?;;:..! vol.,.- in fr-M }•> loins int«.-l.nnp-nMo 

to ouiii-aiili'i' tioit V iiliK- n lo- '■ t- possessor. _ li> <>"' 

t'of gold id tin- •'V‘‘‘iiv',.rrom-oiis ’I'lic (iovei-nnic-nt s piid- 

oiiiiiioii this |•(■ilSonlng is wIioH.) ,| j,, TOiitams 

;}.tv i.i tl... n,i....T O '"'''‘'r;; 1 % .'7 d tl.nt the t.ov- 

ity of n.etiil If t'y;,,' ' ;;,ive it i.. payments miide <> 
..rmileid. whi.h issued it. »il ' ' Jloreovef, if. 

it on the Si, me lenns i,s idtemle.l its f be issued in 
uuce witli the pliin whioh we iiropost. . . 
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ixchan^e for a quantity of "old of "roaler valuo than iho silver oon- 
ained in such coin, it will he a nioi'a! ohliiialioii on (lu* part ol tlie 

I i • • ! 1 j|» . 


arises, tliut is to say* until snrh tiiiie as private persons shall deliver 
"old in exchange for silver coin, the creation of an obligation on the 
part of the State to pay out gold in exchange for circulating silver 
coins would constitute a privilege in favor of the holders thereof for 
which the rest of the nation would have to pay; it would, in fact, l)e 
equivalent to a simple and unadulterated introduction of the gold 
standard with gold in circulation, for assuredly no hohler of silv<*r 
coin would fail to change same for gold if the matter depended merely 
on his own will and pleasure. 

33. We also think that the basis of facts which have been available 
to us for studying the monetary problem, though suflicient to enable 
us conscientiously to advise a change from the pres(*nt regime, which 
is sapping the strength of the nation and sacrilicing all its legitimate 
interests for the benefit of the persons who control the silver mining 
industry and the export industries, do not enable us to forecast the 
exact point which the efi'ects of the closing of the mints will reach, tor 
many of the data necessary for an accurate forecast of this nature are 
unknown to us. In the first j)lace we are ignorant, as we have already 
said, of the quantity of coin in circulation; we are also ignorant of 
the exact ilegree ()f elasticity which our circulation has acipiiretl or is 
capable of acquiring as a consequence of the growing i*xpansion of 
institutions of credit, and especially of the already very considerable 
use of bank notes. And the woi*st is that under the present re"ime of 
free silver coinage, of which the first result is to determine brus(|ue 
and continual fluctuations in the ipianlity of coin in circulation, it is 
impossible to arrive at evtm a reasonable aiiproxiination to the facts in 
regard t() this and other iin])()rtant factors of the monetary problem 

34. It IS, therefore, necessary in our opinion to modify existiu" con- 
ditions by closing t lie mints; but to go beyond that point, to eiuk>ayor 
all at once to stabilize exchange by methods so costly and so frauffht 
NUth serious dangers as is the immediate creation of a considerable 
ie«,T\ e fund in gold, seems to us hardly wise or prudent. 

l^or these reasons our plan of reforni only suggests the immediate 
^■•^satioii of the free coinage of silyer. If after the lapsi. of a certain 
peiiod of time the ineasure in question, supplemented by other indi- 
iLct measures tending m a natural manner to the attainment and 

To suffice to bring about 

the enhancement ot our com, it will be time for the (Tovoniment to 
consider whether it ought to ask the country to bear the sacrifice neces 

- order 


^ 35. The fear has been expressed that, unless tlm o-^lrl ^ i 


408 


OOLD STANDARD IN INTERNATIONAL TRADE. 


at thoir hnllion value, as is the ease at present. We regard these fears 
as simj)ly fantiistic, unless it Ijo held that economic laws, which else- 
where have produced and eontin\ie to produce given results, will not 
])roduce those results here, and that Ale.xico is still the land of anom- 
alies,” as usetl to be said in limes when, owing to a very imperfect 
ol)servation of facts and social phenomena, many persons failed to 
understand that the premature and hasty adoption of principles and 
laws, embraced and proclaimed by nations far more advanced than we 
were and also very difl'erently situated, could not be followed by the 
same consequences here as iii those other nations. Wherever the free 
coinage of silver has b(*en suspended or abolished without a single 
e.xception, as far as we know, the silver coinage has been enhanced 
above its bullion value, and in this respect we consider woi-tliy of 
special mention the unir|ue instance of the paper currency of Austria- 
Hnngarv, which, though redeemable only in silver, attained a higher 
valuation than the bullion value of the ‘coin for which it stood, due 
solely to the principle of limitation (not contraction or scarcity) in 
the issues of the paper in question. 

The experience of Spain is also, in our opinion, singularly sugges- 
tive. The onlv coin in circulation in that country is unlimited lejral 
tender silver, for gold, of wliicli a relativelv small quantity is lield by 
the Bank of Spain, is bevoiul the reach of the piililic and constitutes 
no sort of guaranty for the circulating coin. On the otlier liand, the 
fioverimient of the Peninsula, in tlie distressing days of the late war, 
coined positivelv enormous quantities of silver in order to avail itse t, 
tor revenue i)uri)ose,of the difference la^tween its bullion value and the 
value ascribed to it by law after coinage: and this fact 
e.xchamm advei-se to Spain, as was to he expected and is now ofncialh 

aflirmed i)V the most coiisiiicnous statesmen of that 

Iheless exchange has not touched nor even approached tiu* leve l of the 

slatoM,...,, of Spain, is ,ln.. who Iv 

(lovernmeiit reserves to itself the right of ,vhen 

SC, There is therefe.re, in our opinion no room f u doubt that wm 

„,f n.e shall once have been i-'tn. n-. .n; — ' 

:s;; h^eivJr’in e^po,..- 

in coiisedueiice, its hol(lei> \mi na\i a « , 


III. liiM.-'i- .i - , tjuit nesos exportation 

lion value of the new peso vv he ditferei t result, viz., an 

Only one circumstance coulel pioduce a uui . 
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more aolivo and vigilant tlnin tin* ln'st and most zvalniis g<»voi'nnu'nt 
and which would have much at stake in the success of the rcf(»rm. 
would not be long in rendering it efl'ective without perturbations and 


without shocks.® 

37. To sum up, in concluding this perhaps already too lengthy por- 
tion of our report, we will say : That primarily we trust to the (dosing 
of the mints to the free coinage of silver to ))ring about tlie success of 
the plan of reform which we have taken leave to propose. If that 
measure suffices immediately to insure the legal pai'ity, whitdi ^ye 
doubt, well and good. If it does not, we at least feel sure that it will 
at once occasion an enhancement of the gold value of the new silver 
coin; that that enhancement will, to the coimtry's advantagi*, be 
gradual and progressive, but that if, owing to caus(‘s which W(‘ can 
not foresee, the event proves otherwise, then the moment will have 
arrived for creating a gold-reserve fund in order to hasten the attain- 
ment of parity. 

If the matter he rightly considered, this was the course of the Gov- 
ernment of the United States in providing for monetary reform in the 
Philippines, for Congress did not at once ordain the immediate 
creation of the fund, hut simply authorized the gov(‘rnment of the 
islands to institute a special fund for the maintenance of the parity 
between silver money and gold, and we, for our part, suggest that the 
legislative measures to be passed for the execution of monetary reform 
in the Kepublic should include powers to the Executive to create the 
gold-reserve fund which has occasioned so much discussion. We do 
not think, as will he readily undei-stood, that this is like counseling the 
Government of the Republic to experiment with a reform of doubtful 
results. On the contrary, we firmlv Udieve in the j)ractical efficacy 
of our suggestion, but recommcndecl a prudent coui-se, like that of a 
cominander in chief who, considering victory sure by only using a 
portion of his forces, should decide not to bring the whOle of his army 
into action, but rather to hold in r('S(*rve the other portion, perhaps 
the best portion thereof, to he ready for unlooked-for contingencies, 
not sirrogantly imagining that those contingencies mav not arise 
simply because he can not foresee them. 

B. Ratio between gold and silrer money. — 38. Before decreeing 
monetary reforms similar to that which we arc contemplating, other 
nations have carefully considered whether, in closing tlieir mints to 
the free coinage of silver, with a view to the adoption of the gold 
standard, it was expedient to fix at once the rate or ratio which was 
flight to be attained between the silver coins and gold. In the two 
instances that arc known to us, Peru and British India, the ques- 
tion was in reality answered in the affirmative. If this is not done 

in monetary reform will be enveloped 

subcommittee, was no doubt suggested bv*tbe Juember of the fifth 

exportation of coin haa been pSued ■ but it Lt Z"'™" “““ 
refute the idea In question speclfiealiv for if u ..L. necessary to 

measure of this nature, besides l>eing^ve.\atious and tTranifiUni n 

a grave economical error, which, in view of tho ^ constitute 

would not be permissible for us to repeat ‘Attained, it 
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now ivfrimo. not to sponk of tlio necessity of ostnblishino: n clear basis 
wiicivoii new issues of silver coin may and ou^ht to be made in order 
to meet the re(|uirements of expandin'r transactions. Thes<* reasons 
liavc appeared to us to be conclusive, and. consecpiently. tliev have 
moved us to lay down as the second of the fundamental bases of the 
plan of monetary reform, that. wIumi it is enacted, a ratio between 
‘^old and the new silver tlollar shall be fi.xed. 

‘10. What is that ratio to be^ The fourth subcommittee, taking as 
a base the average gold price of the white metal from 181))1 to I!)02, 
has urged, with abundance of sound reasons, the e.xpedience of adopt- 
ing a ratio that shall be not less that 1 to 'Mt nor more than 1 to 3*2. 
'riiis view was combate<l by no one except Mr. .Jose de Landero y 
Cos, who expressed the belief that even the latter of the two ratios <liil 
not leave a sufheient margin to insure the maintenance of the new coin 
at a higiier value than its mere bullion value, because the rise of silver 
during the closing months of the pre>ent^year. a risi* characterized 
bv unaccustomed lirmness. showed indicatfons not oidy of heiug sus- 
tained. I)ut even of lading accentuated, until the relationship between 
gold and silver should approach, or perhaps even attain, the ratio of 
1 to ;i2. 

ft). For the reasons above stated, which facts have continued to 
sanction down to the pivsent time, it was decided in order that the 
labors of the fifth sulicommittee might liave a concrete base, to adopt 
hypothetically the ratio between gold and silver of 1 to 42. Suhse- 
(pientlv the undersigned have thought that it was expiMlient to tak'e 
into account the average gold t)rice of silver even during tlie current 
year and in ‘nmeral for ten years preceding (he monetary reform, and 
this for several reasons, of wWwh the chief is that it seems neither fair 
nor oolitic not to take into consideration, as far as possible, the con- 
ditions which bear upon (he present moment, for m a (|ues(ion so 
<rrave as is the determination of the precise point at winch exchange 
fs to be stabilized great care must be taken not to wrong existing mU i - 

rime into exisleiice in times jiast. even in limes long past, au -d. 

olititk'd to oTOit coiisiilcnition: I ns it “ t 

lllik out to nil tl.o sntisfn.-tion tl,nt tl.oy ""f ; ' ‘ 

- 

ImscI on tho nvonioo ot tlio ln>t -V ' ; ’ • i,„pru.,| In n 

to oiir snoocstion ‘l .,1, ..v-^ olonr to nil. ninl tlm.-^ 'vo 

solved to ndoijt 'I''', I , i,.|neof nliieh the H'l, 

accoiniianving jilaii ot n loim. > .,vera‘>-e go d price of 

lln. „,.‘v .lollnr will he li.ved on the hnMs ft nj. .n. ^ 

tlie Me.vienn dollni' .n the Inst ten „.„xi.nntelv identieni 

i 

::.^s tl;:! ndvnntnoe of frrenter elen.'oess and inee.>.o.,. 
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OTtIKR I5ASKS OK TIIK TI.AN or MONKTAUV KKI-dJOl. 

42. Till! two biisi-s of till* plan of inonolary reform, (lie adoption of 
which wo have taken leave to recommend and for which we have 
endeavored to give our reasons in thi* foregoing nuinliers. 12 to 41, 
are, in our opinion, fundamental ami imlisjiensalile. There are other 
bases, however, which we consider of importance and for which (he 
reasons deserve to be given. Wo, therefore, now take up this portion 
of our task. 

A. CoiiuKjc of (johL — 1-3. Messrs. Mamie! Fernando/. Leal ami 
Joaquin 1). Casaslis who, as members of the fifth snhcomniittee. 
undertook to study the (piestion of the exjiediency of the immediate 
coinage of gold on the hypothetical basis above mentioned, vi/... that 
the ratio to ho adopted between gold and silver would he that of 1 to 
32, have, in a special report which forms jiart of the present collection 
of documents, recommended that gohl Ik* coined at om*(*. unrestrict- 
edly. and without charge, in pieces of (ivi* and t(*n dollars. 

We must in the first place stale that we have adopted almost all 
the conclusions of the important rejiort in question, and have embod- 
ied them in the plan of reform which we have the honor to propose. 
Ncvertheles.s. we have been unable to adopt two of them, vi/., the 
immediate opening of the mints to the free coinage of gold, and tin* 
provision that the coinage shall be free of charge. 

44. The reasons for our dis-simt from the former conclusion are 
largely cognate with those which we have e.xpoumled at length when 
discussing the closing of tlie mints to the free coinage of silver and 
the immediate creation of a gold-reserve fund. If the principal 
agency to he employed in the eslahlishment of ])arity between silve*- 
coins and gold consists in supplying silver when gold' is otfered there- 
for, it seems to us absolutely ‘essential that the actual cii-culating 
medium should, during the initial or transition period, consist solely 
of silver coins, and that no gold Ik‘ coined. For, until parity i‘> 
attained, the following dilemma sih’Iiis to us unavoidable: Fither gold 
will not he coined for circulation, in which case the facilities which 
it is proposed to provide will'he usi*less, or it will be coineil for circu- 
lation and will actually circulate, in which case it will materiallv 
interfere with the attainment of legal parity, for no peison holdin'jr 
gold \\\]\ be williiipj to pui*t with it for silver (MiriXMicv nt the rutv 
provided by law while having at his disposal the (loveriiments coin- 
ing machines to supply him with.a coin of unlimited lejral tender 
which he will not give \ip save at a preiniinn such as is ingraineil 
in our coniinercia! habits owing to tlie depreciation of the presiud 
silver currency, 

4a. Our situation is not identical nor oven similar to that of the 
nations which, l)ein^ under the regime of tlie free coinage of gold am! 
silver, only closed their mint.s to the latter, so that gold might not be 
dislodged froin circulation by virtue of tlie well-known economic law 
enunciated by Gresham, viz., that a bad or inferior money drives out 
a ^ood or superior money. Unfortunately, circumstances did not ner- 
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In order to retain it here and to bring: it back into circulation it will 
be neces.sary. in onr opinion, to adopt special measures, so that it may 
not impede tlie a])pieciati()n of the silver coinage, and that when that 
appreciation lias been brought about the yellow metal needed for the 
internal circulation may not again emigrate. 

For these reasons we have, decided to propose that the coinage of 
gold be postponed until the legal parity to be established between 
that metal and the silver coinage shall have lieen attained, or until 
the (lovernment shall deem that gold may be coined without com- 
promising that parity. 

4(). In regard to the other jioint of difference, it seems to us that 
the question as to whether the coinage of gold ought or ought not to 
be free of charge is rather fiscal than monetary, and therefore outside 
of our jirovince. We will say, however, that we can not indoi*se the 
jiroposal of ^lessi-s. Fernandez Leal and Casasus. 

H. Chaiuje of our pre^icnt «ih'er dollar. — 17. We consider that it is 
sincerely regrettable that the monetarv reform can not be accom- 
plished by tlie mei-e closing of the mints to free coinage, for the 
necessity of striking a new coin to take the place of the old traditional 
Mexican dollar will be attended with difficulties. Those difficulties 
are liable to be of various kinds, and shortly we will show how we 
think that they can Ik‘ overcome. Just now we will confine oui'selves 
to demonstrating the impossibility of allowing the present dollar to 
remain in circulation if our plan of reform is to be adopted. 

48. The case stands thus: Based, as that plan is. on the limitation 
of the (piantitv of coin to be used in internal transactions, it is 
indispensable to change the design of our (lollar unless we \\ ant to 
have on our hands a more or less substantial jiortion of the many 
millions (hundreds of millions, perchance) of Mexican dollai^ scat- 
tered over the world, particularly in the counti-ie.s of the Orient, 
which, as is knottn. liavc for cyitnncs us,., I then. 
them for currency purposes, 


Perhaps the whole of that incalculable 
ii’culate abroad at their bullion value 


wmdlhwheVh^^ known that we were here endeavoring to give 

an cnhimccl v.iluc in fl"''' 







dollai-s, subject to the neii 

and go 

h other 

of the 


case. 
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A measure of this nature, the efficacy of which we liave no reason to 
doubt, in view of the carefulness and present hiffh inorale of our 

custom-house administration, can not lie regarded in any way as 

- . «* 1 


sent tliem tnitner as cinToncy. i>ouun^. iijcuvicuis lu uu\u 

them back as currency, for they only possi*ss that capacity and (consti- 
tute a claim on the faitli of the nation when circulating within the 
borders of the Republic. 

/>. Duration of the period of tran.Hition. — 50. Nevertheless, a pro- 
hibition of this nature ought not to be, and can not be, maintained 
indefinitely, and much less forever, without losing its efiicacy. It will 
always be attended with danger, a danger which will have to be mini- 
mized, and for this reason it is necessary, as already said, to change 
the design of our coin and also to abridge the period of transition as 
much as possible. 

51. In order to achieve tliis object recoursi* may lie had to various 
measures of an administrative nature, which it has not seemed necc.s- 
sary to us to point out, including the coinage of money abroad, accord- 
ing to the example set by other nations winch regularly and habitually 
procure their supply of coin in this manner. We have also takeii 
leave to suggest that a portion of the metallic res(.*rves of the lianks 
might temporarily be u.sed, if the banks are willing, and it is to be 
assumed they will be, for the same object, the banks receiving special 
certificates tor such portion of their res(*rves from (he mints; but a 
special law would have to be passed, modifying in this respect the 
present banking law, in order to authorize ‘instilulions of credit to 
compute the certificates in question as metallic money for the purpose 
of compliance with the precept which fixes the minimum proportion- 
ate amount in coin or bullion which they must have on hand in 
comparison with their outstanding notes. 

52. This temporary use of tlie metallic re.'^erves of the banks, 
brides helping to abridge the period of transition, will be attended 
with the additional advantage that it will save the (iovernment from 
being obliged, as probably would otherwise be the case, to buy silver 
111 order to start coining tlie new money. But we have no idea of 

S pstmg that these mint certificates sliould leave the vaults of the 
s, both because we consider that thero is no call for such issuance 

, * 1 , i, mean the addition, not for a veiT 

long period, of another form of fiduciaiy circulation to the many 
already in existence. 

■ which relatively is of minor importance, tlie under- 

simied differ from the views sustained at the .sessions of the fifth 
sin^committce by Mr Enrique C. Creel, views also shait,cl by Lie. 

V Cn- Fernandez Ual, Jose de Landero 

y Cos, and Cic. Cjenaro Kaigosa. 

E. Rate at which the new coin U to he given in exchange for that 

to contam.-^^. Sundiw persons, not indeed including any of our 
est«med co\\<mgyies, either on the fifth subcommittee or on L moZ 
tary commission, have expi-essed to us the opinion that the VreW 
eom ought not to be exehanged for the new coin p^pLd brufaJ 
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|);ir, I)U( that tlit* coin wliicli is hoav legal tender ought to be subject 
to a certain rebate or discount. 

b4. This opinion is hasi'd on the assumption that the new coin, 
which is destined to he \Yorth in gold more than its bullion value, 
ought to l)e estimated by the legislator at a higher rate than the 
present coin from the very moment of its being put into circulation; 
and it is maintaiiKMl tliat this would not be an injustice to creditors 
nmlcr prior contracts, seeing that they would I)e paid in a superior 
coin. i)iit that, on the contrary, it would he the way to do the fullest 
justice l)olli to creditors and del)tor<, seeing that otherwise' tiie liahil- 
iti<*s of the latter would be augmented through their having to pay 
old del)ls contracted in coinage of valuable value in a coin worth a 
lixed or nearlv fixed amount in <rold, and therefore more highly 
esteemed. 

o.u, 'Phat this point of ^iew is entitled to careful consideration is 
proved by the receuit example of the Philijipines. where it has been 
provided that the present silver dollar will he e.xchange<I for tlie new 
one at rates which the governor of the islands shall from time to time 
(ix by pniclamat ion, and inasmuch as this ([uestion is intimately 
bound up with another (piestion. viz., whether the new coin is to con- 
tain the same (piantity of |)nre silver as the jireseiit coin, our argu- 
ments will refer to both points jointly. 

a('). If the (lovernment in issuing the new coins were only to accept 
the old ones at a discount aiiproximating or actually ecpiivalent to 
their bullion value, it would contract at least a moral obligation to 
guarantee the conversion of said new coins into gold, for only thus 
c^uld the discount be justified. Now. we have already w*en the s'rious 
drawbacks to such a guaranty and the grave responsihihties which 
the (Jovernment would he assuming lor the entire nation. I 
it would be pi-eferable— it would certainly he sater—to introduce 
!'o < standakl with gohl in circulation. If. on the contrary, the 

authorities confine themselves h) giving JK-!". 

coin 
thou 

liability, or any ouiei imhu out 

p...nt ^ vie. of 

....editors uill he 1,enehted: l.n ' J ^ Vpe.^.r .pinlitv of the 

great majority of debtors and n ^ J seeing that 

now coin will not he, so to speak. ,i,,,,(.rce and exchange. 

Ihev liave no direct concern in ; r;'’ e undei^tood at all. 

They would with difhculty understand, it tiit} unu 


ulhorities confine themsi'lves to giving in exchange for tne pi su 
oin at par another coin containing the same quanlitv of 
homdi of a dilfereiit design, thev impose on the nation notlhtti\t 
arbiter ki..d of Uahility. oveepti.., . e cost 
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the iv:\soii for llio ilisoouiit oii the ohl coin, ainl in llu* meantime the 
creditor class land who dix's not Udon^^ therK*t«> to tlie extent <>f a 
small sjilarv or ivtty wa^'M would complain of an apparent injus- 
tice. irritatinjr on ac^suint of its very inexplirahility. 

The imp<irtant point in this matter, which is a ino-t delicate one 
seeing that it wiuvrns all pers*Mis without exivption. is. atrording to 
the weightiest opinions, that the existing ahiliiy of debtors to pay 
their debts should not Iv curtailed, and that al>ility deix-nds i*n their 
status as civditors. If. thei\*fi'iv. in ihi> nm* i^ taken to nm- 

stTve the ability of everyone to aopiire the whcrewitli to pay his 
delu?- no one can ju>tly aunplain in his capacity as a tlehtor. 

The enlightened ami cultured iH)riion of the nation will not fail 
to ixuwive that in the long run theiv will a>me about a mluction in 
the ci>st of living, and then-foiv in priivs generally: but at liist then* 
will Ik‘ no i\Hluciion. a> i> [U'owhI by the unvarying exjK'rieiK'e of 
other aumtries. in small >;tlarie< t»r wagi‘s. a fact which it niav lx* 
iXMuarked incidentally will U'lter the >itnation of the mssly. Nlon*- 
over. the reduction in quiMion. which will W* the re>ult of coiniH'tition 
and not of impoveri>hment. will o|X‘rate >lowly. and will take phuv 
in such inanner a< not to caux' iiKsinveiuence to anyone, fi>r all old 
debts will gradually have Uvn liquidate*!. 

•> 8 . The question *>f the quantity of puiv silver which the new 
dollar is to contain is subje«.'t in our i*<ise t<» s|XH‘iaI t.\>nsidenitit>ns, 
which we pixx'cetl t*.> explain. 

The Civil Cmle of the Feder.tl District and. in imitation iheivt)f, the 
civil iinUy: of all the States of the Republic pi\>vivle that pavments or 
*' pn'stations in money must lx‘ made in the kind of monev a«mxxl 
u|XMt. and if this is not possible in that which shall tHUncnle'^vith 
Uie ix'al value of the money owixl.'* (Art. 14:>n of the Civil Cmle.) 
Ihis pnxxqH. in spite of its vagueness, ewnomimillv consiilered. has 
doubtless giveti rise to the engjig^'inent which has'lxx^mie alnut^t a 
matter of coui^> tn all written undertakings to pav. viz., that s;iid 
payment sjiall lx‘ etfotned in hanl dollars of the currvmt -Mexicjin ^tiin- 
a^and of the weight and tineiK^x provided by the pix^uit monetarv 
, • if s;ud law IS mmlifitxl the cnxlitor shall 

i • rvmounceil. 

♦Jr ‘V* ndght lie wmti'sied on the 

>ti\mgth of so id arguments funiislux! bv article ‘_>r*J>0 of the (’ivil 

Cwlemul article of the Cmie of Commenv. which an^ as follows: 

nf ^ ‘u n‘“ money and in a given class 

hv kind of cnn as was 

tin tiiiK of effecting patTiient. If he can not pav in stiid kind he 
oOho '^ith the «.al t ahie 


» xcgismiion in roitv in the Kepublic at the 
eff^tiu- paynient, and ihi. provision n.av not lx- rononn^ " 

'S' f i”- 

.K.™, „d „ 
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tA t % i\ ilA\^ V A1AA B ^VVAJ proDably gov- 

erned only by the provision of article 1458 of the same code, above 
alhuleil to, and it must l)e borne in mind that if the new dollar were 
to contain a smaller quantity of pure silver than the present one cred- 
itors might feel entitled to exact from debtors a larger amount in tlie 
new coin than that which was promised them in the pre-sent one. 
AMu'ther sucli a claim would hold good or not (and we will notenter 
into the question at length here, seeing that we are not competent to 
j)ass upon it), the fact remains that it would give rise, to many con- 
troversies which woidd be a drag on the monetary reform by making 

it in all probability very unpopular. 

I'or these reasons we have decided to propose that the new dolhir, 
thomdi conforming to the metric and decimal system, as provided by 
the ‘General monetary law, shall contain the same quantity of puie 
silve7 as the present one, and shall lie exchanged for it at jiar. 

F. SuhsuJmnj rohidffc— Other nointn of muwr nn porta nre 
Tlic reasons that influenced ns in favor of the hnencss and '>[ 

tlie subsidiary coinage whose adoption we reeoinmeinl aie almost 
whoilv the same as those- set forth in the compreliensiye and con- 
seicntions report wliieli Messrs, rernandez, U-al. mid Casasus pie- 
sonted to the lifth snlicomniittee, with eertiiin inodiheatioiis iRet|ik 

^^ikihi: metal wei. 

llsraMhVeai’iitarof the Keimhlic in com,..pience of an impriideiit 



Ij^d'hfexl^.nnd on ^^^i'^ii^taifTtliy reasons for tin 

r.i X’.... it seem ne(es>ai\ to gi' . *“ unhculian 


nations, especian> iu • - •• rium' m "ht be persons «iiw • 

lion of the fineness of the .,J that turned in by 

want to receive the same ‘l"-‘'^ { Jp .»v(>id anything 

!::p-^.:'\-^er;^.M'n;S.-nd to ..rin, the monetary .fo n 

"■l;:.'’irhe'm;-as,ire which we P'-P- .l" sM^^V h.fl^ 

(lu intitv of subsidiary coimigi' in ciii d established in 

Sssssisisisa"! as* - 
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in quantities of $100 or multiples thereof sliall be chanced easily and 
freely for hard dollars. This is the method siiccessfuny adoptee! by 
the monetary laws of the United States. But, strictly speaking, any 
of tlie other measiH*es wliich in other nations have been round to pro- 
duce automatically tlic desired result would serve our purpose-, as well. 
In Great Britain, for example, the token coins are only issued when 
demanded from the Bank of England, and their nominal value in 
gold is paid in to that institution. The important jioint is to pre- 
vent any excess in the token coinage that would bring about its depre- 
ciation. 

C3. One of the essential features of any monetary reform such as 
that whicli we are now recommending consists in inspiring our own 
people and outsiders with the necessary confidence tliat the mciisiires 
adopted will he carried out inflexibly and with the utmost scrupulous- 
ness. In order to achieve this important result it has seemed to us 
that the execution of the law tliat may be passed shouhl not be 
intrusted to Government employees alone, and this not because those 
employees are incapable or inspiring tlie desired confidence, but 
because that confidence will be still stronger if private persons of high 
standing in the community, under the chairmanship of the citizen 
wlio may be at the head of the finance departineiit, are invested with 
this honorable trust. 

Such is the ground for the eleventh base of the plan. 


MEASURES TO PROVIDE FOB A RISE IN TUE PRICE OF SILVER. 

64. The fifth subcommittee discussed a point raised by Mr. Ricardo 

Garcia Granados, viz., what ought to be done in case, sulisequcntly to 

the adoption of the monetary reform, the gold price of silver wore to 

rise to a point at which the bullion value of the new dollar should 

become ccjual to^ or even exceed, legal parity. Such a (^outiiigency 

can not be regarded as impossible if one considoi-s the surprises wliich 

the constant fluctuations of silver have had in store even for tlie most 

farseeing and ivell informed persons. To meet such a contingency 

there woidd only be two courses: Either to alter tlie relationsliip or 

legal parity adopted when the reform was enacted, or to go, fully and 

openly, on the gold basis with gold in circulation; and inasmuch as 

the drawbacks and disastrous consequences of the former course were 

obvious, the latter was adopted without hesitation or difference of 

opinion, and in consequence was embodied in the twelfth base of the 
plan of reform. 


MEASURES CALCULATED TO ORVIATE OB DIMINISH THE TEMI*ORARY INJURY THAT MAY 

ACCRUE TO EXPORT INDUSTRIES. 

66. M^rs. ,Tos6 de Landero y Cos and Carlos Sellerier, ns members 
of the fifth subraminittee, were encharged with the task of making a 
. pecial study of tlie measures that might Ije adopted to obviate^or 
mitigate the evil effects, of a temporary nature, that may accrue to 
the silver-mining mdustiy and export industries in general from the 
stabilization of international exchange. The o’entlemen in nnacfi/^» 
proposed the aboUtioi;.of export doties on all domestic product? and 
bubstanhal reductions in other taxes, direct and indirect oi7miniW 
and especially on sUver nmiing. None of us questioned ’in pSpfe 

S. Doc, 128, 58-3 27 
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the expedience of these or similar measures, but the balance of opinion 
was in favor of not recommending them in a concrete form, inasmuch 
as they are strongly fiscal in character and, therefore, outside of the 
commission's province. In this spirit the thirteenth and last base of 
the plan of monetaiy reform was framed. 

CONCLUSION. * 


C6. Such are the grounds that have decided us to form the plan or 
project appended hereto and to lay it before the monetary commission 
and through that commission to the consideration and examination of 
the minister of finance and the President of the Republic, who will 
doubtless elect the course that is most conducive to the welfare of the 
nation with the wisdom which, in so many ways and on so many 
occasions, they have demonstrated. 


or that the monetaiy question, wnicn n is imenaea ro soive, is as 
difficult as it has been repeatedly declared to be by the press and in 
some circles of tlie mercantile community. In our humble opinion the 
only difficulty whicli the question involves consists in carefully ascer- 
laiiiing the facts or phenomena of our economic life, in examining 
them without prejudice, and then calmly and impartially applying to 
(hem |)rincij)les on which economic science has set its seal of approval 
and which the experience of all civilized nations has most fully and 
satisfactorilv tested. Tlie former task, that is to say, tlie ascertain- 
ment of facis, has been accomplished by the four subcommittees into 
which the monetary commission was from the start divided, and tliey 
have acquitted themselves thereof with such scrupulousness and com- 
ijreheiisiveness that no one. in or out of the conimission. can question 
tlie conclusions at which they have arrived. The latter task, i. c,,the 

application to those facts of established scientific ’ which 

tiVelv easy and simple, for if, by nrtue of individual oP*'''®"* 
can never be complctelv identical, differences may arise as to matters 
of secondalV importake, the fundamental point of view must be 

s.'ssfs? I SiB Ks 

us X; we received the honorable summons to the coun- 
cils of our enlightened ^ ],n possesses advantages 

08. In one respect in no case entail 

over others. viz.,,in j P* JJ" ,ior aiiv such that could not be 

hcrious inconvenienceh oi d t ■ ’ . (jjp woiiM 

i-oniedied by a . tf closing of the mints which, 

be immediate and efficacious. Ts the onlv measure in 

after all. if the matter l>e ' jical. fails to realize the 

onr iilaii that could be chaiac • . . die inestimable 

liopes built upon it. and ^ all its incalcuiably 

l.les-sm-r of fixity of international oxeh J back on the 

beneficieiit consequences, it viH oi . of silver. 

present system by reopening the mints to the free couiage 
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This does not mean, we repeat in conclusion, that we harbor doubt 
and distrust or that we are recommending reforms of problematical 
success. Wc are simply offering to the most conservative, nay, the 
most timorous, spirits a consideration that is calculated to reassure 
them to the fullest extent. 

Pabuj Mackdo. 

• Everakoo He(}EW1SCII. 

Carlos Sellerikr. 

Ricardo Garcia Granados. 

Carlos Diaz Ddfoo. 

LtJis G. Labastida. 

Jaime Gurza. 

Mexico, December 77, 1003, 


Project of Monetary Refor\i. 


FIRST ARTICLE. 


In order to obtain stability or fixity of international exchange the 
Govermnent should be advised to adopt a monetary system based on 
the gold standard. 


SECOND ARTICLE. 


I. The immediate adoption of the gold standard with gold in cir- 
culation IS not to be recommended. 

II. On the contrary, as the most adequate means of bringing about 
a regime under which gold coins will constitute tlic chief cirailatinc 
medium of the Republic, it is advisable to adopt, for the time being, a 

u circulation in quantities ns con- 

iinpairing the practical maintenance of 
then parity with gold at the ratio that may be adopted. 


THIRD ARTICLE. 


In order to realize this purpose the national Government is to I>e 
ImWng clSs:'" ^ monetary reform based on the fol- 

7r^.,./._The minte of the Republic will be closed to the fi-ee coinage 

rl? i '® reimportation of the silver dollars that hitherto llafo 

been, and still are, legal tender in the Republic, will, with suitabl« 
anticipation, be prohibited under the penalties provided for 

^ ^ ‘deemed sufficient. ^ 

the Mexican dollar on foreign markets 
an increase not exceedin^O^e^nt ^ 

II. Gold coins will not at once be minted either nn 
private account; said mintage should be deferred SStH sTfehTi®" 
the silver dollar shaU have attained parity with ^Li“ a 
circulation of gold coin will not in ^ith gold and when the 

impair the ma^tenaZof fta^^® Govermnent, 
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III. The gold coins, when minted, will be 1)00 thousandths fine; an 
ert’ort will be made to assimilate them preferably with the American 
dollar ami there will be pieces of $5 ami $10 only. 

yA/zv/.— The Government will proceed to coin on behalf of the 
nation : 

I. A new silver dollar, 000 tliousandths fine, containing the same 
quantity of pure silver as the dollar now in circulation, but with a 
diil’erent design or etfigy. In other words, the new dollar will weiirlj 
‘27.1500 grains and will contain 24.4d05 grams of pure silver. 

II. Snbsidiarv silver coins, SOO tliousandths fine and of the follow- 

% 

ing denominations, value, and weight: 

(z/) A toston or half dollar, worth 50 cents, weighing 12.5 grams 
and containing 10 grams of pure silver. 

{b) A quinto, worth 20 cents, weighing 5 grams and containing 4 
grams of pure silver. 

{/■) A ilime. worth 10 cents, weighing 2.5 grains and containing 2 
grams of pure silver. 

III. A 5-cent piece of such metal and other qualities as the Govern- 
ment mav deem e.vpedient. _ , 

IV. A centavo of bronze of the same weight and other qualities as 
laid down bv tlie laws at pre.sent in force for the existing centavo. 

fourth.— The new coin will be legal tender in the offices of the red- 
eration. the States, and the municipalitie.s, as well as for private per- 
sons in pavinent of taxes and other pecuniary transactions of every 
kind originating in law, contract, or any other source, subject to the 

following rules: . , , , in *1 

T. The new gold piece (when coined) and the silver dollar uithont 

anv limitation as to amount. _ c-m 

il. SulteidiiiiT coins, in pieces of from 10 to oO cents, np to .>10 m 

ench payment ent pj.ee and tl.e bronze centavo up to 25 cents in each 

' Vs soon as the Government shall have in readinew a qiian- 
soon as uit ip,.^ sufficient wherewith to U'gin 

of ,ijo ti.^d thev^ia- 

*'"“n"ont ‘in exchange for the silver dollai-s, subsidiary silver coins, 

,nents will have ^ trouble to the public 

speedily as may be ami • ^ „n-an"enients with the banks 

■’lIL 'Tim Go™rnme.h ma ak , n«n.en 
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expenses of transpoi'tation, insurance, and others, if (lie delivery takes 
place outside of the Republic. 

Seventh.— 1. The Goverinnent, in view of the pnldic deniaiHU will 
decide as to the quantity of subsidiary pieces that are to l)e coined; 
but in order that the circulation of tliese coins may hv automatically 
re^rulated and may never be excessive, there ou|rht to (‘xist, at least in 
all the ports and frontier cities where there is a custom-hou^y empow- 
ered to handle foreijrn trade, at the capital of the Republic, and at 
(he capitals of the States and Federal territories, oflices where per- 
sons may freely and easily obtain hard dollai*s for subsidiary coins 
presented by them in amounts of $100 and multij)Ies thereof. 

II. If circumstances so demand, an amount of silver dollars, to be 
kept apart from other resources and holdings of the Federal {*xchc(|uer 
and even from the reserve fund to be hereinafter mentioned, may be 


devoted specially to effecting the exchange. 

Eighth . — Witiiout detriment to the adoption of such legislative 
and administrative measures as the Government may deem expe- 
dient, and which shall tend to increase the stock or supply of gold in 
the home market, and to diminish the gold charges against the nation, 
or, in other words, to diminish the demand for gold in the home 


market, or to etfect both objects, a reserve fund in gold or in silver 
will be created, and will be maintained in the Republic or abroad, but 
wholly indejiendent of the other I'esources and holdings of the Fed- 
eral exchequer. Said reserve fund will be formed out of: 

I. The surpluses of Federal budget appropriations for the expenses 
of the mint or mints of the Republic and of the mintage and emission 
of the new' coins. 


II. The sums derived from profits or gains of all kinds connected 
w’ith said mintage. 

Ninth .— In principle, no attempt ought to be made, brusquely 
and iintransitionally, to bring about by direct Government action the 
legal parity bctwetui gold and the silver dollar, so that the interests 
of private poi'sons which necessarily, even though temporarily, will 
be affected by the change of monetary n^ime, may adjust theiiistdves 
thereto gradually and spontaneously. 

II. Nevertheless, if by the mere fact of the closing of the mints to 
the free coinage of silver and the other genera! measures w'hich tlu' 
Government may adopt in the dii'ection outlined in the foreo-oing 
clause, the legal parity between gold and the silver dollar shalftake 
a longer time in materializing than the Government deems advisable 
in view of the circumstances, tlien the surest means for bringing about 
that parity will consist in adding to the reserve fund a sufficient 
amount to influence the home market for foreign exchange, and by 
putting into practice the oijcrations described in the follow'ing clause: 

Tenth.— I, Neither the creation of the reserve fund nor The au®*- 
mentation of its volume will entail any obligation on the Government 
to give gold bars or gold coins in exchange for silver dollars. 

II. The object of the reserve fund is the sale, when deemed advis- 
able, of gold drafts on foreign parts to satisfy the needs of interna- 
tional exchange, at rates that will improve the rates of the country’s 
home market, with the constant aim of establishing gradually the 
legal parity betw'etm gold and silver dollars, or to maintain that 
parity wlien once secured. 
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III. The sale of drafts will he effected upon payment of their price 
cash down, in silver dollars, which will enter the reserve fund, and 
may not be reissued, save in accordance with the rules contained in 
Section II of clause sixth. 

Eleventh . — In the absence of an adequate banking association, 
which does not exist in our country, a special board or committee will 
be created, to be appointed and presided over by the minister of 
finance and jiublic credit, and said board or committee, subject to the 
terms of the law and administrative regulations, will have charge of 
the following matters: 

I. The superior direction of the mint or mints of the Republic and 
of all the operations connected with the mintage of the new coins, 
with their distribution in excliange for the coins that are now legal 
tender, and the withdrawal of the latter. 

II. The direct administration of the reserve fund mentioned in the 
foregoing clauses with the necessary powers, especially witli the 
))ower to issue additional amounts of silver dollars and to sell gold 
drafts on foreign parts, as provided by clauses sixth and tenth. 

Twelfth.^li the gold price of silver in foreign markets shall rise 
so that the silver dollars shall come to possess, with a certain de^*w 
of stabilitv, a metallic value equal or greater than that ascribed to 
them bv the legal ratio adopted when the new regime goes into efiect, 
steps will be taken to demonetize the silver dollar and to introduce 
the gold standard, with the free coinage and use of the yellow metal 

as a medium of circulation. . i. 

Thh'teenth.~-T\\e National Government will adopt such measures 

as it may deem expedient which, without impairing the cquilihriuin 
tlu'Zlget, shall tend to obviate or at least to .n.t'gate, t;-; 

SedJhh silverrinilrg^l^Uio'hKU.stries t)^^ produce articles for 
exportation, as a consequence of the 

Everado Hegewiscii. 

Carlos Selleier. 

Ricardo Garcia Granados. 

Cariais Diaz DutxH). 

Lius G. Labastida. 

Jaime Gubza. 


Mexico, Decemler JU 
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a. MONETARY REFORM IN MEXICO-EXPLANATORY STATEMENT 
AND BILL SENT TO CONGRESS BY THE MINISTER OF FINANCE 
Lie. DON JOS6 YVES LIMANTOUR. 

MEXICO’S MONETARY REFORM— PROPOSE!) LEGISLATION SUBMIT- 
TED BY THE MEXICAN DEPARTMENT OF FINANCE TO CONGRESS 
LOOKING TO THE STABILIZATION OF THE VALUE OF THE MEXI- 
CAN SILVER DOLLAR AS EXPRESSED IN GOLD. 

On the afternoon of Friday, November 18, 1904, an epoch-making 
bill was presented by the finance department to the Mexican Congress. 

The bill in question related to measures of monetary reform, its 
aim being to impart to the Mexican silver pesos, or dollar, a fixed 
value in gold. 

In the preamble or expose de motifs, the minister of finance of 
Mexico, Lie. Jose Yves Limantour, explains the scope and nature of 
the proposed legislation. The preamble is followed by the bill. 

The following is a full translation of both preamble and bill : 

Object of the Bill. 

In taking, by means of the present bill, the first step designed to 
solve in practice some of the most serious difficulties involvecf in the 
problem of international exchange, the Executive does not propose 
to set forth all the considerations w'hich a study of the numerous 
aspects of that problem have suggested to it, still less does it claim to 
have found a panacea for ills so varied as are those which flow from the 
monetary situation of the Republic. The former would be a lengthy 
task anj its utility would not be commensurate with its magnitude. 
It would be necessary to reproduce much that has already been said 
in the numberless treatises that have been published on the subject, 
and there would be no object in entering into considerations not 
directly connected with the points which the Executive has resolved to 
submit to the enlightened judgment of Congi*ess. And as to remedy- 
ing all the evils under which our conununity laboi*s, owing to the 
deficiencies of our monetary system, the attempt would be presump- 
tuous and absurd, for the remedy is out of the reach of the public 
powers in a country whose customs and economic conditions do not 
admit of a radical solution — the only sort of solution susceptible of 
producing thoroughly satisfactory results. 

The object of the Executive is less ambitious but more practical. 
Instead of enlarging on the views which it entertains on the points 
which form the subject-matter of public discussion and of proposing 
a complete plan for the reorfflinization of our monetary system, it 

^ t t 1 1 ^ submitting a certain number of concrete 

measures of which the adoption will suffice to impart a sufficient 
degree of fixity to tlie gold value of our currency, and touching only 

those questions which are* intimately connected with the measures 
suggested. 


DlLEUXtA WHICH CONFBONTED THE GoVZBNilENT. 

It would be of no use to »ive a histoiy of the precious metals or 
even of the vicissitudes whicli our national coin has undergone since 
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the disparity between the value of gold and the value of silver set 
in and hecanii' accentuated. Nor would it conduce to any practical 
object to speak of the manifold causes which have depressed the white 
metal or of the many other questions which publicists have discussed 
in connection witli the depreciation of silver. Studies of this nature 
(which are of undubitable utility when an endeavor is being inatle t(> 
elucidate the fundamental problem and to refute preconceived ideas) 
have already — seeing that numerous treatises, both official and pri- 
vate. have been published — shed sufficient light on the subject to 
enable opinions to take definite form. 

But it was no easy matter to awaken public interest without running 
the risk of seriously unsettling peoples minds, and of working harm 
to important and sacred interests, without any countervailing advan- 
tage. The fact of the public^s being suddenly appraised, one need not 
say. of the probability of a change m monetary legislation, but of the 
mere purpose of undertaking a conscientious study of the subject, 
would have sufficed to occasion a i)anic in the silver market and to 
derange the rates of foreign exchange more seriously than ever. 
The iregotiations with the American Government initiated by this 
depailment at the beginning of last year, and, subsequently, the note- 
worthy work done both by the Mexican Commission on Inteniadonal 
Exchange and by the Monetary Commission which met at this capi- 
tal served to pVepare public* opinion, contributing powerlully to 
arouse at home an interest in the investigation of the questions con- 
nected with currency and exchange, without iinpairmoni oi con i- 
dence, and to familiarize both our own people and foreignei-s with 
the capital problem to be solved-that is to say, whether it is desii- 
■ible to introduce certain modifications in the laws and 
idtlierto observed in monetary matters, or whetluy. on the co 
•an the status quo slioiild'he maintained, notwitlistaiu mg he 
(ihvious disadvantages that have accrued to our |)ublic wealth, u n 
sidered i> 'he aggregate, through the depreciation of silver, hut mou 
:Sufnvthro.;]d.n.em,ctm,.vous^^^ 

demlu^led'Xmi^ (im ha£^ 'he “-ll; 

mav ill future flow , fiom the pi . Veforms iii our moiictarv 

sys’teS wei'rmaruml and ni’refully put into practice, may enhance 
the general welfare. 

.„v.ar.crs .s-o Dis.i.v,.r*c.rs or rur rarsr..r Sircirios. 

•he advantages -<1 

common fate which in . |„„vcr of the national com, and thi>. 
,ar silver and the ^ 1 ,.,,,.„iv did the time-honored 
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monetary system on the dovolopmont of imblic wenltli, iiitlierto 
accomprislied, will depend on the view held in regard to the advan- 
tageous or disadvantageous cil'ect which the depreciation of silv<*r 
and the oscillations in its value may have exercised, or may in future 
exercise, on the prosperity of the country. 

The intimate connection that exists between the variations in the 
value of the wliite metal and (he oscillations in the rate of foreign 
exchange, in which the purchasing power of the Mexican dollar is 
most j)ercei)tible, is the essence of the problem, for, inasmuch as th(^ 
relative fixity that had subsisted for centuries in tlie ratio be(w(*en 
tlie two precious metals has disappeared, perliaps forever, we can 
not expect that our dollar will be able of itself to recover in interna- 
tional markets its former price or any other price tliat will be stable. 
Can that stability in the rate of foreign exchange be brought about 
by means coming within the scope of the Government’s action, what- 
ever may be the variations in the price of the white metal? This is 
a question which I will endeavor to answer furtlier on. 


Influence of the Depreciation of Rh-ver on the DEVEr.0PMENT of Public 

Wealth. 


The development of export industries and of all industries that 
have benefited by the natural protection arising from the enhanced 
price of foreign articles; the extraordinary appreciation of rural and 
city real estate in the greater portion of the Republic, and. in general, 
the rapid multiplication of the country's wealth, are the arguments 
adduced by those who advocate the retention of the present monetary 
legislation. A reason put forth, as being decisive against all plans 
of monetar}' reform, is that the country has never been so prosperous 
and so well ofl' as when the depreciation of the white metal was most 
jironounced. This observation, based indeed on facts which leave no 
doubt as to the prosperous condition of the Republic during the past 
decade, has given rise to a belief which has prevailed in Mexico until 
within recent times, that high rates of exchange are beneficial to the 
country. “Though it may seem paradoxical (thus to this dav argue 
some advocates of the status quo) the fact is that the period of the 
country s greatest prosperity has l)een precisely that uurino* which 
the price of silver was lowest.” * 

A rapid, albeit serene and rational examination of the Tacts, will 

suffice to show the value of the conclusions which it has been soucht 
to deduce from them. 

A high rate of exchange doubtless constitutes a powerful incentive 
to the exporter of native products as well as to the manufacturer, 
who, It he IS to compete on advantageous terms and control the 
Ulterior market, stands in need of an enhancement in the price of the 
foreign articles similar to his own line of production. But the incen- 
Uve in question is far fi-om having produced all the results expected 

XI (/ill 


Agricultural products have been diversely affected according to the 
nf the ^veral crops. No one can question that the production 
nf i particularly hemquen, has received a Wgorous impetus and 
Uiat that impetus is due largely to the rise in the rate of Lchange. 
The same inay be said of certain cereals, such as beans and chick 
pease, and of dried fruits, as well as of untanned skinTthoS eSra 
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iiiirkets did much to aid oar stock raisers, and certain other branches 
)f agriculture of some importance have been similarly situated. 
Finally, coffee, tobacco, vanilla, and a number of articles which are 
exported on a small scale do not seem to have been benefited to a 
marked e.xtent bv the economical phenomenon under consideration. 

1 j J? i.1. _ 

sioi 

occupies a loremosu piace, aim yet n can nui uc aam mui me pros- 
perity of silver mines is due to a curtailment in the value of the 
output. In regard to gold, lead, and copper, which are the other 
metals produced in Mexico in considerable quantities, it is evident 
that, if the rise in exchange influenced their extraction, that influence 
can not have been very great, for as concerns gold there are fe'v mines 
which are worked exclusively on account of the value which that 
metal has attained in relation to silver, and as concerns lead and 
copper, it is well known that the bulk of the production is due chieflv 
to the treatment of the precious metals by the smelting 
the exploitation of extensive argentiferous deposits, in ^^hl(h tlie 
valuro^f the copper or the lead is a factor of re at.vely smal impor- 
tance In fine, the expansion of the mining industry, thougli faci 
a edbv the rise in exchange, can not be attributed pnnc.pa 

perceptible ^i,en considered iK connection witli the 

production of those articits, of silver liecaino accentu- 

lime bv the monetary commission* 

ated. The statistical of this department, as 

iiJ'ihe value* hl"golToi ihe exports during the twenty fis,.! years 

from 1881 to 1!)01, are "''I'g^jjjl^l'during wliich the depre- 

In the ten years f™"' ^1, mm 

ciation was sliglit “"i* " that'tiie rain in question ranged 
was relatively of the American dollar o>''' <'>tjd 

in viilue between 0.8*) ^old or in other woids^ 

Exports rose from f2«,000.000 to $o3 

they doubled in value^of our dollar fell from 0.H4 to 0.1^ 


would be necessary ^ the n 

especially the variations that lia\t t « i jiyu, liut cm-Ui so, 

. .‘ exportable articles J;'”"? ‘ X vefrs. during winch onr 

if it hi conside.-c.d tl.a , rate of growth, ti.al 

exports have evinced the sIoxmsi in ^ 
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the priee of hcniqiien has scored its Idghost rise— honiquon, the chief 
noniiiineral article that we send abroad — it is necessary to ailinit that 
the depreciation of the currency can not have exercised a very decisive 
influence in the encouragement of export industries. 

The same may be said of native articles consumed in the interior of 
the Republic, in regard to which the lack of statistical data and relia- 
ble information precludes the possibility of d(*teriniiiing. with a near 
approach to certainty, the share due to the rise in exchange in tlie 
development of our industries, for which i*easou all arguments based 
on data and figures not entitled to thorough confidence should be 
eliminated from the discussion, so that the sole argument to which 
weight must be attached will continue to be the factor of which men- 
tion has been made, viz., the theoretical argument based on the pro- 
tection afforded by high rates of exchange to home industries. 

Principal Causes of the Present Prosperity. 

The influence of the high rates of exchange on the development of 
some of our chief elements of wealth being thus reduced to its true 
proportions, it becomes proper to say a few words in regard to the state 
of positive and solid prosperity enjoyed not only bv the industries to 
which allusion has just been made but also by all the national activi- 
ties. The coincidence of this prosperity with the vicissitudes which 
the value of the Mexican dollar has undergone does not in the least 
prove that there exists an exclusive and determinate relation of cause 
and effect between them, for, without denying that such relation may 
have existed between the two phenomena in question to some extent, 
it is also true that other important factore have been at work, some of 
them purely casual and others due to the Government's action. 

The influence of the former is not confined to the higher scale of 
exchange and prices, but includes cliraatogical conditions, rendering 
possible the harvesting of good crops for many years in succe.ssion, 
beginning in 1895. In regard to the second group* of factors, all who 
have gone at all deeply into the study of our economical situation are 
well aware that the chief influences that have brought about the 
nation’s present condition of prosperity are the absolute safeguards 
which peace has thrown around life and property ; the creation of 
numerous, rapid, convenient, and cheap routes of communication; 
and finally the complete suppression of fiscal trammels to the circula- 
tion of merchandise in the interior of the Republic. 

Influence of the Suppression of tde Alcaualas. 

Much is continually said about the benefits of peace and the crea- 
tion of railways and other means of communication; but in investi<ya- 
ting the cau^ of our prosperity sufficient prominence has not l^n 
given to the immense economic transformation wrought by the aboli- 
tion of the very ancient system of “alcabalas” which had been the 
source of all the trammels and obstacles that could be devised by the 
btat^ of the Federation, or even by the municipalities thereof, in'their 
efforts to exclude from local consumption, or to saddle with a crush- 
mg load of taxes all native products coming from other points of the 
^public. Some considerations bashed on figures, and desierned to 
demonstrate the importance, as a factor of our prosperity, of the con- 
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^titutional reform wliieh extinguished the “ alcabahi*^.'’ will not be 

superfluous. 

'I'lie orilinarv revenue of the Federal exchequer for the year 
lS‘):l-‘)4. which was the last year of the severe crisis through which 
the country then passed, amounted to $40,211,000 and the gains 
s(*cured in the next two years, viz., $3,700,000 and $(>,500,000, re- 
spectively, were due princij)ally to one of tho.se favorable reactions 
which generally occtir on a vigorou.s scale after acute and j)roloiiged 
jHU’iods of crisis as well as to the exceptional volume of the added 
burden of fiscal taxes in most lines of revenue decreed for the purpose 
of accomplishing budgetary eqtiilibriuin. 

The inHuence of tlie^former of the causes mentioned on the improve- 
ment in revenue in 1804-95 and 1895-9(1 is proved by tlie yield of the 
import duties which, by reason of the rise in exchange, ought logically 
to have shiamk, and which, nevertheless, exceeded those of the last 
V(‘ar of the crisis by several millions of dollai*s, notwithstanding the 
■fact that the modifications of the tariti’ were of no scant importance. 

In reo'ard to new taxes it was natural that they should yield abun- 
dantly Tn view of the vigor with which the work of rehabditating 
our finances was undertaken at that time. In the budget bill for the 
fi'^cal year 1894-95, in which the various enactments having new taxe> 
in vieW wei-e enumerated, the annual yield of said taxi^ was estmiated 
at $5, (>7.5.000. It may, therefore, be uidiesitatiiifrly affirmed < >•><. P 
to the year 1896. the depreciation of silver, which had siiddeiilj com- 
ne •« three years previoii.sly. had not as yet produced P-rceptil,h 
a V nta 4s and tha the marked improvement which hegaii to I* 

volume of the revenue was due to causes that were 

extraneous to said i)henomcnon. 


taxes, wliicn roi . of revenue, as was natural, 

f thmnd/’not on such a scale as might liave U-en appre- 
were atlected, though not oi . ^ perturhation which a change 

hended when one consulei's the ^luu 

i,. lip,„cial Icgishdion so with the 

il until 



.;;^tt -w ‘-ir'e’^irJ^iess m tucked 

Dues not the coincidence of ‘"'f:, created t)V the coiistitiiliomd 

,eveiiuc with the new ‘'vitin m of hlcitt. „„v comparison of iir- 

aniendmeiit of 1896. speak foi -ating the iiilhioiice of tin 

arcs and dates lie nioiyeloque in ^ growing 

amendment in question as an impnii.im 

however, the advantages which certain branches of na ne 
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industry have derived from the rise in foreign exchange l)C great or 
small, there is no doubt as to their reality, and all tlnit has hitlicrto 
been stated does not tend to the denial of those* advantages or to the 
minimization of their results, but merely aims at coinl)ating the pro- 
pensity that has prevailed in our country to exaggerate the innuence 
of the* factor in question. 

Drawbacks of the High Rates of Exciianoe. 


It is time now to consider briefly the other aspect of the question. 

Ill the first place, the temporary character of the stimulus to native 
production is obvious. In point of fact the enhancement of the prices 
of foreign articles encourages not only the production of similar 
native articles, but also of those articles that might be called siic- 
cedaneous, and thereafter gradually extends to all other articles 
which apparently have nothing in common with the first* named. 
The reason of this phenomenon lies in the fact that, inasmuch as all 
native producers are also consumers, the enhancement in the price of 
certain articles of general consumption naturally entails successive 
augmentations in the cost of production of other articles by virtue of 
a species of contagion. The upward movement, whicli U*gins with 
articles tliat are directly influenced by the rise in exchange, spreads 
imperceptibly througirall the ramifications of national production, 
until finally the prices of commodities and services settle at a higher 
level which is proportionate to the depreciation of the currency. 

This has occurred in Mexico since the sudden rise in foreign ex- 
change, and the enhancement that be^n at that time in the prices of 
commodities and of personal service has only developed exceptions 
where influences of a special character predominate— as. for example, 
in the case of very active interior comi>ctition, or in cases wherein, 
through the introduction of machinery or the opening up of new 
routes of communication, products liave been cheapened; and, in the 
matter of wages, such an exception is observable in those sections of 
the country where labor is abundant, for then the law of supply and 
demand exercises, as happens in regard to all transactions, a*n in- 
fluence which frequently proves more powerful than the contrary 
influence of a depreciated currency. 

The propitious results of a high scale of exchange are, therefore, 
purely transient, being due to the unequal conditions in which cur- 
rency depreciation suddenly places native products in comparison 
with similar foreign products to the advantage of the former. When 
therefore, cost prices rise to the level of the barrier created by the en- 
hancement of exchange rates, the protection afforded by that barrier 

naturally disappears, and with it the chief advantages tliat have been 
enjoyed. 

The production of silver itself has not been able to escape the opera- 
tion of this phenomenon, though, owing to the facilities that have 
always been afforded in our country for the convereion of the white 
metid into coined dollars, it might have been supposed that the de- 
preciation of the metal in question would not affect it. It is an ascer- 
tained fact that the enhancement in the price of imported articles^nd 

Um'hiah/ T »«tive articles, as well as in the salaries of 

tifls^f P ®»g«ged 111 the Operation of mines, cur- 

tails the profits of silver-producing nunmg concerns, and that this 
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cTirtailincnt is proportional to the volume of such expenses as com- 
pared with those that are totally independent of the value of silver 
abroad. Xow» expenses of the latter class* which some years ajto were 
the more considerable, are continually dwindling, owing to the pro- 


in\\ tiiiKi auuve aii^ uic iiicri^a^ea luiiu^ oi me incuuiiugieui iJbiaiJiJMi* 

meats for the treatment of ore, both of which facts are natural conse- 
(|uences of the phenomena which we have been discussing, have at last 
deprived the white metahof the chief advantages that still belonged 
to it by reason of the relation between its cost of production and its 
selling price. 

Ne\'ertheless this drawback is not the most serious one. for a benefit, 
however short its duration, is still a benefit. The most serious argu- 
ment against high exchange rates is the direct and for long irre- 
mediable harm w’hich a high scale of prices causes to a considerable 
portion of the population. Such is the tcstimon}| that might be 
borne by thousands of inhabitants, who have not found in the en- 
iianced prices of the commodities which they sell or of the services 
which they render a suitable compensation for their extra outlay for 
tlio things which they consume. 

The poorer classes in those regions of the country where ther.‘ is no 
great demand for labor, clerks and emi)loyces earning a fixed salary 
and not pos.scssing brilliant qualifications, persons producing articles 

«hich nve alreu.l>%lentiful, tho«. «ho can not 

all who have a fixed income, are thus atfected. and cei’t.iinlv tlnj 

a ILrons section of the co.mnnnit^ ri'd ^ . mrn:'^:C:i t 
»T-ofmn Thev are not to be forgotten niiiKht the (fioins oi piai.i 

which some extremists still intone in lionor of a high level of exchange 
PEBNiciocs Effects of the Eluctuations of Exchange. 
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who desire the depreciation of tlic currency fear that silver may 
recover its quotations of former times, and tiiosc wlio lament 1 he 
shrinkage of the ^Yhite metal can not welcome gains that arc destined 
to prove ephemeral. 

This is precisely the reason why, as has been seen, all the producers 
of exportable articles have not reaped the benefits which might have 
been expected to accrue to them through the rise in exchange. This 
is also the reason why, after all these yeai-s during which we have been 
enjoying a natural protection that has doubled the price of almost 
everything, only a portion, perhaps, it is true, the greater portion, of 
our industries have progressed. 

More than enough time has elapsed since silver dropped to one 
half of its former value for men of enterprise and capitalists to have 
endeavored to reap the fullest possible fruit from the new economic 
situation and yet they have not done it, save on a relatively moderate 
scale, owing to the uncertainty as to the continuance of the margin of 
prices affording protection to national industries. For this reason 
prosperity has come only to undertakings re(juiring a modest amount 
of capital; to those which, being susceptible of establishment in a 
short period of time, engage in a line of production for w'hich the 
market is extensive and safeguarded by inveterate usage; to those 
which have been specially protected by the (lovernment, and to those 
which have been initiated by persons who have had faith in our 
future and whose hopes as to the continuance of high rates of ex- 
change have been realized. 

Are we to remain indefinitely in this situation and not seek to do 
away with the constant menace involved in the oscillations of ex- 
change? Assuredly not. ^^^lether the depreciation of silver is goo<l 
or evil in itself, it is not that feature that need concern us so much 
as the uncertainty of the value of our instrument of exchange in terms 
of the gold currency of the nations with which we trade. There is, 
therefore, no room for vacillation as to the fundamental problem 
which we are called on to solve, and the sole point to which we have 
to du-ect our endeavors is that the means employed to accomplisli the 
desideratum of stability of exchango shall Ji)e at once efficacious and 
expose the country as little as possible to unnecessary expenses and 
grave upheavals of vested interests. 

Necessity and Means for Stabilizing the Gold Value of Oob Currency. 

Stability in the value of the currency would assuredly be attained 
m a simple and thorough fashion by the adoption of tlie gold stand- 
ard, that is to say, by the free coinage of that metal and by deprivino* 
coins of any other metal of nnlimited legal-tender capacity; but the 
leasons why we can not have recourse in^Iexico to that ra‘dical soln- 
tioii are well known The excessive expense that would be entailed 

\ the substitution ot eold coins, or coins convertible into gold, for 
t e silver dollar; the obvious expediency of retaining in circulMion 

mnnf?*” tlic people have been accustomed to regard as the 

monetaiy unit for centuries past; the severe perturbation that would 

nmH the demonetization of the white metal, of which the 

production constitutes one of the chief sources of national wealth- 
and various other reasons equally cogent militate against an absolute 
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change of standard brusquely effected without regard for momentous 
interests and time-honored traditions. 

Tlie only method that can he adopted to bring about stability in 
foreign exchange is the one pointed out by the official coniinissiobers 
who have studied the question and by numerous publicists, viz., the 
adoption of the gold standard with silver coins in circulation, reserv- 
ing the use of gold coins also for a later date. By this course sevei*a! 
million kilograms of silver bearing the Mexican mint stamj) will he 
kept in circulation. larger quantities of the same metal will be used 
later on for new coinage purposes, and the disappointments, opposi- 
tion, and conflicts to which a complete change of currencies would 
give rise will be obviated. 

Now there are only two ways for bringing about fixity in the value 
of silver coins as measured by gold, witnout having recourse to uni- 
versal bimetallism, which, aside fi*om the fact that it is not a very 
sure system, is at present absolutely impracticable. Those two ways 
are either the artificial maintenance of the reciprocal relation of the 
j)rice of the two precious metals in the world's chief markets or the 
limitation of the volume of coin in the Republic to the (juaiititv 
strictly necessary for the requirements of circulation, thus enian<-i- 
pating tile value" of that coin from the value of the metal of which it 

is composed. -i i i i 

To iWulate the prices of substances winch, like silver ami gold, are 

produced in almiidance in various parts of the world, and for winch 
there is an nniversal demand, would he an impracticable undertaking 
especiallv since the disruption of the agreement, existing de facto 
anX uinost all tho ohiof powers, to coin unrestnetally onlMait.Ml 
le"-a -fender inonev from l)otli metals. At one time, it is true, tlien 
wafsZ talk of eiirtailiiig the output of silver in order to inerease 

th'e demand ; but Jle.xieo would have been 'I'-; 

L intimatelv bound up with the winniiif: of otliei imtals 

stihite a source of ^oat wealth to the Commission m, 
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sumption through the endeavor to open up new markets and to abol- 
ish certain fiscal restrictions. ^ i r>-‘ 

Unfortunately, our efforts, though fruitful in certain respects, h&Vk. 

not as far as the points just alluded to are concerned, been attended 
with any other appreciable effect tlian that of toning up to some 
extent the bar silver market and ushering in an era less somber for 
the white metal than the very critical circumstances througli winch it 
was passing wlicu tli6 Government took the first steps toward inter- 
national consideration of the question. 

It 


courses 


- 1 lit 1 i! aI 

is therefore necessary to adopt resolutely the second ot the 
es mentioned, with a view to achieving stability in international 


exchange — viz., to impart to our monetary unit a value based not on 
silver but on gold. This is the course recommended alike 1^ the prin- 
ciples of science and the teachings of experience, and it offers, more- 
over, the immense advantage of being controllable by the public 
powers. 

In order to impart to coins a value which shall be independent of 
the value of the metal composing them, it is indispensable to appreci- 
ate them, and no other ways arc known of doing this than either to 
make them convertible, at the pleasure of the hmder, for other coins 
of greater value, or to bring about, through relative scarcity of sup- 
ply, a demand such as will lead those who need coin to submit to 
greater sacrifices than before in order to procure it. 

The reasons why we can not yet have a silver coin convertible at 
any moment into gold coin have already been stated, and therefore the 
solution is to be sought in the appreciation of the silver coin by means 
that will be attended with the minimum of detriment to vested rights 
and interests, as well as to future transactions. 

For this object, the first step to be taken in the path of monetary 
reform is the adoption of the principle whereby just that amount of 
coin which is necessary to realize the desired result, and no more, is 
to be struck. This principle is opposed to that which hitherto has 
been the fundamental rule of our whole system of legislation in 
regard to the coinage of the precious metals, which was that the Gov- 
ernment undertook to convert into coin all the gold and silver offered 
by holders thereof at the various establishments provided for the 
mintage of money. 

Since the sudden disruption of the immemorial ratio of value that 
had existed between the two metals, unlimited coinage could only be 
explicable in countries where the gold standard exists in all its pleni- 
tude and in countries which retain the silver standard; but in no 
manner is it explicable in countries that desire to have a monetary 
system based on both metals. If, in order to secure, stability of foih 
cign exchange, we are constrained to part with the silver standard, 
there is no objection that can be urged against the repeal of the sys- 
tem of free coinage or against theadoption, as the immutable basis of 
our future monetary r^ime, of the principle that coinage must be 
subordinated to the demand arising from the activity of the internal 
and external transactions of the Republic. 

Few measures have been or will be so much discussed and contro- 
verted as the suppression of the right of having silver converted into 

1 • . • • , are two equally important causes for these 

objections. One is the loss and trouble which the reform might occa- 

S. Doc. 128, 68-3 28 
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sion directly to mining men. who would have to look elsewhere than 
to the mints for a customer for their silver, and the other is the real 
losses that would accrue to many through the disappearance of the 
])rofit arising from the difference in value between the silver coin and 
the metal contained in it. 


Objections of Silver Producers. 


Deferring examination into the former kind of losses to which allu- 
sion has just been made, it is most desirable to take up the latter, for 
their consideration is the consideration of the weightiest objections 
which have been made to the projected reform, and, therefore, when 
they are once disposed of, it will be extremely easy to answer other 
objections. 

The disassociation between the value of our silver coins and the 
value of bar silver will entail loss to those who derive advantage from 
the identification of the two. And who are the persons who will suf- 
fer this loss? They are the owners of silver-producing inines and 
persons who look for advantages, evp if only temporary, from new 
and still more pronounced depreciation of our currency. In regsiui 
to these latter little need be said, for. as has been shown elsewhere, the 
benefits of a depreciated currency must, by their very nature, be of 
short duration and can not continue indefinitely, for it would la 
absurd to suppose that greater and still greater advantages can accrue 
lo a cominun^ty in proportion as the instrument of its payments 

^"in regain 'to the owners of silver mines, there can be no doiilit that 

tI" .i* 

value, those producers will the privilege<l 

Jit tlmt they have striven so ^ g i,,,^;iation^has placed them, and 

the oscillations in exchange. 


diicers 
cm 

white nil 
subject to 


.0 U. s„n,o fate as d faljor ri*, 

resp^HveV.’''^^ stiil^Mstrfn m"/comiti'.v is the 
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and in truth there is no argument of expediency that can justify this 

anomaly. . , - t • . ii 

One can understand how, at a certain period of our liistory, the 

opinion should have prevailed that mining deserved to be favored m 
every possible way, not only by franchis(*s and facilities, but •>y 
fercnti5\tinij the ocoiioiiiic condition of mine owners froni that of all 
other membei-s of the community. But at the present time, however 
important tlie silver-mining imfustry may still be, the old-fashioned 
ideas on this subject are untenable. It is well that the mining frater- 
nity should enjoy all the economic circumstances that arc to its 
advantage, and no objection would be raised to its continuing to be 
l>rotected by monetary legislation against the risks and drawbacks 
incidental to oscillations in exchange, were it not that that protection 
is hurtful to all the other interests of the community with which the 
interests of the mining fraternity are not only not identical but openly 
antagonistic, for a condition, which to the mining class is an incentive 
and a guaranty, is to others fraught with uncertainty and loss, and 
what constitutes a privilege in favor of the producei*s of a given 
article is a stumbling block to the rest of the country's inhabitants. 
Is this equitable? The answer is obvious. If fixity in the value 
of the currenev is the desideratum of the communitv, and if that fix- 
ity can not be attained as long as the value of the currency is depend- 
ent on the price of the white metal, there is no consideration that 
ought to influence the (iovernment to maintain a condition that is 
detrimental to the interests of the gi'eat majority of the nation's 
inhabitants. 


The Cessation of Identity in Value between the Cubrency and Bar Silver 
WILL NOT BE SO HUBTFUL TO MlNlNO INTERESTS AS IS THOUGHT. . 

Moreover, if we examine carefully the relations existing between 
the production of silver and foreign exchange, we must arrive at this 
conclusion: That the stabilization of excjiange, even thougli accom- 
plished at the expense of the identity in v'due that has always existed 
between our currency and silver bullion, will not be as hurtful to the 
to the exploitation of silver mines as might at fii*st sight be supposed. 

In the first place, the labors of the monetary commission have 
demonstrated that not all mining concerns will suiTcr to the same 
extent through the suspension of coinage, but that in many cases the 
loss will be so slight as not to affect the fortunes of the concerns in 
qu^tion at all. It has also been proved that an enhancement in the 
prices of certain articles which are indispensable to mining; the 
increase in freight rates which so largely affect the price of oi-e; and, 
finally, the advance in salaries and wages which, if not yet very 
marked in some mining districts, has in others reached a very hi'di 
percwitage and which Before long will become general in proportion 
as labor grows scarce, will in the end cause silver mining to forfeit 
the greater part of the advantages which it enjoys. 

In cqrrol^r^ion of this view the experience of mining concerns sit- 
uated in the States along the northern border may be cited. The 
pereons interested in those concerns, accustomed as they are to pay 
^lari^ and wages and the cost of almost everything that they need 
m a silver price, which is the equivalent of the gold price of the sa me 
commodities and services in American territory, are, among mine 
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ownei's, those wlio rnise fewest objections to tlic project of stabilizing 
exchange, and it may even be said, without exaggeration, that in gen- 
eral they are in favor of that project. 

It is true that the foregoing considerations refer principally to the 
etfects of the rise in exchange, whereas the i)rivileged sittiatioii of the 
mining man is due to unrestricted coinage; but the continual oscilla- 
tions in exchange influence to such an extent the prices of all com- 
modities that, however great may be the advantages wliicli the 
mine owner reaps by l)eing able to have his silver converted into 
dollars, the day is bound to come when those advantages will be 
eclipsed by the benefits which he will derive from stability in the 

value of the national currency. ^ . 

A pertinent reflection, which may be made in order to deterinine 
the real scope of the effects that will flow from the suspension of free 
coinao'e, is supplied by the situation in which the mining industry 
has periodically been placed in recent yeai*s. It is a well-known fact 
that during the tii*st six months of each year payiiients, which for anv 
reason liave to be made abroad, are effected wliolly by means of 
drafts, and that metallic money is not brought into requisition in any 
Wi.v. wherens in the months from July to Deex-mher it Ixxomes neoes- 
sarV, in onlcr to complete those payments, to slop eomed <1«1 .i>. 

It !:!” m iJ.;'ii;si;ir^:?iie';^r;z::;isV^:x ;.^.ti^ 

rS thipt!" 

the exchange market of ' foreign exchange (levuite 

present year, „ the customary period, which, as 

has been said, <>•' "‘f'- 

has endured to ^ n eai>ital. an influx which, under 

et due to the exceptional Hh.nm. for s»‘vcral months 
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known, and therefore capahle of lieing pinged and combated. Tn 
•niv event it is not too much to say llmt tlie loss arising fiom tin 
appreciation of the eiirivney will not lx‘ as great as some persons 
claim and certainly not irremediable. 

rVAOrFRAlIONS IN THE riCTURE DbAWN BY THE PaHTIRANS OF P NRRRTRICTRI) 
*^‘CoiNAIiF— (’OMl-ENSATIONS THAT WlI.I. (’«MF. TO THK MlNE OWNERS I IIROnmi 

THE ClIANOE IN SYSTEM. 

It must be owned that the picture painted by the partisans of free 
coinage, in order to emphasize the luischievons ellects of the reiorm 
under consideration, is e.xaggerated. One-half of the mining con- 
cerns in tho country ruiiUMl: hniulrods of tliousanus of people reduced 
to want; the consumption of ujrricultural anil inaniifacturou proilucls 
curtailed ; a contraction in the volume of eommercial transactions and 
railway traflics, and many otlier calamities are the features of that 
picture. Those who thus argue do not assuredly rellect that, if it is 
true as said, that a great numlier of mining eoncerns operate at a loss, 
their closing down,^far from being a misfortmie, will in reality ho an 
advantage, oliviating an usidess employment of cajiital and energy. 
Nor do they reflect* that if it should become impossible to la*ep iij) 
work in certain mines there will not Ik* lacking others producing dif- 
ferent metals, which will citlier begin to be exjiloited or will be 
exploited on a larger scale than at present, owing to the intlnx of ean- 
ital attracted by stability of exchange; or that, if uiifortiinately 
lanployment becomes scarce in certain mining districts, the mine 
bands will be able to emigrate to other districts as the same class has 
frequently done before in our mining annals: or that, in fine, some 
of the losses that will Ik? sustained by our silver-mining industry are 
susceptible of being completely remedied or at least of being miti- 
gated by means of sundry compensations whicli eventually may more 
than counterbalance the damage sutfered. 

Moreover', it is nnquestionod that the real losses which the curtail- 
ment of the value of silver, as compared with the value of our cur- 
rency, may occasion, will only Ik? felt in proportion as that curtail- 
ment of value becomes accentuated. In consequence, if those losses 
seem likely to prove irremediable in the case of some concerns, they 
will not come about all at once. This will enable the natural opera- 
tion of other factors which have largely contributed to the develop- 
ment of mining to continue their beneficent work and to arrest in 
time the disastrous consequences which in theory miglit be expected. 
Much is yet to be expected from the extension'of railways and the 
multiplication of metallurgical establishments tending to allay the 
fear that our production of silver will suffer an alarming contrac- 
tion, especially seeing that the public powei*s will assurecuy be dis- 
posed to encourage that production in other ways, enabling it to 
retain the high position which it has achieved among the nation’s 
industries. 

Plans for the Reduction of Taxes on Mining. 

In this connection this department has given particular attention 
to the taxes which directly or indirectly weigh on the production of 
silver in order to single out those which, owing either to their magni- 
tude or nature, may lend themselves to modifications favorable to the 
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milling iiiteiTst. A revision of this nature became imperative as soon 
as the (lovenmicnt s opinion began to lean toward the discontinuance 
of free coinage, for. in addition to reasons of e(iuity which recommend 
tlie artbrding of compensations when losses and difficulties are occa- 
sioned, there is the cogent argument that when the economic privi- 
lege which has so powerfully aided the mining industry shall havt* 
disap|)eared, the reasons of justice existing for a portion of the taxes 
borne by that industry will also disappear. 

In camiparing Federal and local taxes on mining with those on 
otlu*r forms of national production, one is struck by the difFereno? in 
character between them. It may l)e said, as a general proposition, 
that mining contributes on a less scale than any other branch of the 
national wealth to the local revenue of the States and that, per contra, 
it sui)plies to the Federal exchequer a larger sum than almost any 
other industry. The truth is that the 2 per cent which the States are 
empowered to collect by the present law as the total amount of their 
local taxes on the yield of mines producing the jn-ecious metals is 
obviously less than the tax wliich they collect on real estate, commerce, 
and industries in general. Hut the same observation can not la* imide 
in re‘mrd to the ta.xes payable to the federation, which are of a special 
character and which aim at remunerating given ptddic services, as 
is the case in regard to the dues for assay, melting, separation, retm- 
in^r, and mintage, or at marking the recognition due for the hcnc its 
whicli the nation extends to its favorite industry, as. for example, the 
tax on mining claims and the so-called 3 per cent stamp tax on the 

extraction of silver and gold. . , i 

The Executive would be glad, in point of tax reduction, to go to 
the leiurths advocated 1)V some honorable members of tlie mom*tai.\ 
coniinission, for if, as a iroiicral n.lr it .seizes all 'jj'l'';;" 

rechieiiig fiscal burdens, there are in the iireseiit ease « 

fnl ensSiis for sneli a coni-se. However, it will not he possible on tins 
•(■■ision to accede to those wishes to the fullest extent, tming 0 
..'.‘nilnde of t iTsonrces whiel. the taxes in q'aiy"'.' 

r,;!?™:; Sm -t-"*- - 

the free importution of certain articles. 

Omni Duawbacks Wine., thb Rf.stbictio.v or (-oixaoe Might Occasion. 

A few words may he said in regard to other kinds ofjlrawhaoks 
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t the mints. Notice lias alreauv ih * 

uie prr>t iiiaww.. N.* — ;iv-„r bars are ditfereiitly 

luk, ‘n of tim fact that the owners ‘ tj,,, same metal, and 

as compared with the prodiicei-s of o ■ , .1 fjicility with which 
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the former obtain, at once and almost without loss, the price of their 
. mStv for according to monetary laws and the regulations of 
tlie mints,’ the bars need only to possess certain qualifications in or<lei 

to be forthwith accepted for coinage. 

Now, in the r%ime which is proposed, the situation of the 
of silver bars will hardly undergo variation, and in reality the mining 
community will, in the long run, be rather bene^ed than the reverse. 
It would be a source of satisfaction if all the difficulties arising from 
the monetary reform were as easily remediable as the one just men- 
tioned By providing arrangements according to which, wlien bais 
are not minted into dollars for direct exportation or into suiisidiary 
coins, funds will be advanced to the owners of bars and the same will 
be sold for them on the best possible terms, the problem will have 
been solved, and this Department is pleased to announce that prepara- 
tions have been made and arrangements consummated which, when the 
time comes, will enable this object to be accomplished at the minimum 
of expense to those concerned. 

The Reimpobtation of Dollars must re pRoniniTED. 


Inasmuch as the expediency of imparting to our currency a fixed 
value in relation to gold has been recognized in principle and it has 
been demonstrated that that fixity can not be attained while the free 
coinage of silver, which prevents the appreciation of said currency, 
is maintained, a natural consequence of those premises is that, in 
addition to restricting coinage, the reimportation of dollar pieces, 
which constitute our monetary unit, must be prohibited. It is impos- 
sible, in effect, to conceive of a currency being invested with a higher 
value than its intrinsic value as long as the coinage thereof depends 
exclusively on the pleasure of persons owning silver bars; but it is 
equally impossible to conceive of that result being brought about 
unless the reimportation of dollars, which circulate in profusion 
abroad, particularly in the countries of the Far East, is prevented. 

It might be objected that this latter coui*se, or, in other words, the 
rejection by a nation of its own coin when said coin has once left the 
territory of that nation, is not quite proper; but tliis view, which as 
a general proposition seems reasonable, is not applicable to our special 
case, altogether aside from the weighty considerations which amply 
justify the course in question. 

It may be stated at once, with entire truth, that the coined dollars 
which are shipped to the United States and Europe are not remitted 
as money (as are the specie shipments made by other nations for the 
settlement of their trade balances), but are exported as merchandise 
pure and simple, subject like other merchandise, as far as their price 
is concerned, to the demand existing therefor. Mexico exports dol- 
lars in the same way as she exports silver bullion or any other com- 
modity for which there is a market abroad, whereas other nations 
only export specie in order to liquidate their bills in various markets. 
It IS no argument to say that the Mexican dollar circulates as cur- 
rency in certain portions of Asia, for it is not legal tender there nor 
can the fact in question plead any international sanction in its behalf. 
If our dollar circulates in those countries, it is because their inhab- 
itants are accustomed to its design and know that the coins which 
bear it contain a given quantity of silver. They care for no other 
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aspect of the case and certainly never ^ive a thought to the legal 
value of th(‘ coin in the country of its origin. 

On the other hand, if the appreciation of the dollar over the 
silver which it contains is to be the fruit of the efforts and sacrifices 
of the Mexican nation, it would be by no means just that the profit 
involved in that operation should be enjoyed by pei'sons in foreign 
countries who have accepted the dollar merely for its intrinsic value, 
without ever entertaining the remotest intention of utilizing it as 
currency in dealings with Mexico. 

Thus 110 one wilf be injured by the prohibition to reimport Mexican 
dollars, and in order that the country may not become liable to even 
a shadow of reproach in this respect, a period of time may be allowed 
within which persons desiring to reimport dollars may do so. 

Expediency of Retaining the Fineness and Design of the Present Doli.ar. 


It seems timelv to sav here a few words on the advisability, while 
effecting the reform, of retaining the monetary unit which has been 
in list.' to this date, viz., the silver dollar weighing *27.073 grams and 

having a fineness of 0.9027. ^ ^ a ^ 

This Department does not propose to discuss the arguments ottereil 

hv publicists in favor of the reduction of the quantity of silver con- 
tained in the Mexican dollar, for those arguments are outweighed l.v 
the urgenev of respecting the traditional custom of the iiiliahitants of 
Ibis countiT, causing them to accept as the basis of their transactuuis 
the old coiii of 10 ^-dineros" 20 gi-ains, which, with almost ; 

•ible differences, is the same as continues to be coined to th s da>. 
Great as might be the advantages obtained through a dimmution of 
the degree of fineness or the metallic contents of the dollar piece. tl»> 

probability that tho intrinsic ‘ ,^eee.l its legal 

Weight and fineness than the ^ f"r*^.',larin or distrust has moved the 
This desire to give no “:,,ent Mexican dollar not 

Executive to propose V, p now has, hut with the same 

only with tlie same qmm J f ■ 1 ,, t for some 


liuieeci. a cuaujj. ^..nirtnlv lie explained bv tne cies.ir iw 

its fineness or its ''eight, could oiilt e reimportation, in 

vent frauds which might he corni circiilnting ahroiid. >«" 

spite of the legal prohihition. oj l«.canse it won cl 

this precaution would he cos Ij and u. ^ inhabitants of the 

involve the reeoinage of all the <‘0"“'^, , • |„. priefiv explainc'd. 

Hepnhlic and useless for the reasons (p,. explanations 

There is a fact which, however deficient imij be. tut 
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offeml in regard to it, lias all the force of an incontrovertible truth, 
and that fact is the constant absorption of silver, snid particularly 
of Mexican dollars, by the countries of eastern Asia. I'he white inelal 
that penetrates those regions never conies forth again; it inight be 
lost, or annihilated or transformed, for all the trace which it leaves 
behind it. The current which carries silver along to a final destiny 
which is unknown, but which exists in some form, is too strong to per- 
mit of api>rehension that any considerable portion of our dollars will 
turn back and penetrate anew, in the lorm of contraband, into 
Mexican territory. 

Again, what Incentive is there for such contraband operations? 
Thelsole inducement would be the premium which the coined dollar 
would enjoy in Mexico over the commercial value of its silver con- 
tents. From this premium it would be necessary to deduct the 
freight rates from the markets of the Far East, commissions, minor 
expenses, and the very heavy disbursements that are always incidental 
to any dangerous enterprise, such as the passing of contraband goods 
which are difficult to hide, when also the penalties are s(*vere. 

In case the vi{*ws of the Executive in regard to the gold value with 
which our dollar is to Ik* invested are accepted, the appreciation of 
that dollar over the price of bar silver will not, even assuming a 
heavy decline in the latter metal, exceed 20 per cent, and therefore it 
is quite certain that, for the sake of a profit relatively so inconsider- 
able no one will venture to run the gauntlet of tlie laws which are to 
prohibit the reimportation of dollars, any more than counterfeiters 
liave ventured to imitate the coins of those countries in which silver 
circulates as unlimited or almost unlimited legal tender, though tliis 
operation would be attended with a profit three, four, five, and even 
more times as great. There is no doubt that an explicit and severe 
body of laws will afford an insurmountable barrier to any attempt at 
fraud. It must also be borne in mind, as a further reasoir for dismiss- 
ing all fears of the clandestine reimportation of dollai's, that, owing 
to the innate suspicion of oriental races, by whom our dollai-s are 
used, the bankers circulating them have been accustomed for cen- 
turies past to sttunp them with a special mark and, according to infor- 
mation received from banking e.stablishments in the Far East, almost 
all the Mexican dollai*s in circulation bear this stamp, and therefore 
they could not be reintroduced into this country without revealing 
their contraband character and without also enlisting our own people 
in the prevention of their importation through their refusal to receive 
disfigured coins debarred from legal circulation. 


‘HE Value of the Cubbency is to Be Enhanced Within Prudent Limits. 

Up to what point is it desirable that the value in gold of the Mexi- 
can dollar should be made to rise? Or, in other words, what is the 
equivalent in grams of fine gold at which the present silver dollar is 

conciliate the manifold national inter- 
^ts? This question calls for explanations, as does also another ques- 
tion of mere procedure which is intimately bound up with the former 
and that other question is the following: Ought an endeavor to be 
ma^ to attain the new legal parity rapidly, or ought its attainment 
to be accomplished in a more or less lengthy period, through the 
action of time and the gradual development of 'public wealth? 
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An appreciation of the currency is indispensable, as has been seen, 
in order to disassociate its value from the value of the metal compos- 
ing It ; but this eiihancemeut in value is susceptible, in proportion to 
its magnitude, of causing evils of a different kind. In the fti'st place, 
the inverse ratio effect which it produces on the prices.of all commodi- 
ties brings up the serious prolilem of protection to native industries. 
A contraction of the currency, or, what is the same, a decline in for- 
eign exchange, constitutes a menace to those native industries wliich 
can only thrive on a high scale of prices for the products of consump- 
tion; and the export industries and most of the manufacturing indus- 
tries are tluis situated. Care must, therefore, be taken not to exag- 
gerate the gold value of our currency, owing to the fatal effect which 
such a course would have on numerous sources of wealth. Other 
arguments against a marked enhancement of the currency may be 
derived from considerations based on the relations between debtor and 
creditor, as well as on the inconvenience that would be occasioned in 
llie case of long-time transactions already concerted. 

On the otlier hand, if the margin between the intrinsic value of he 
ciin encv a ml its exchange value is made too narrow there exists he 
damn'r tliat. during one of the many spells of fluctuation to w hitii t I c 
silver market is exposed, the value of the inetal miglit go a , 
ie<ml iiaritv of the coined dollar, occasioning an economic pel tin . - 
ion of wliich tlie intensitv would be proportionate to the lack of 
efficacy and timeliness in the measures employed to restore nionetar> 

equilibrium. 

Immediate Determination of the Legal Pabitv. 
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The purity pronosetl for llie present silver tlollur is Ihnt of 7r> eenti- 
grums of fine gold, a parity equal to that of the Japanese yen and 
whicli has the advantage of making our dollar equal (the difference 
being very slight) to the American half-<lollar, which has been its 
average value since 1893. If during the last two years its value Inis 
been at times considerably less, the difference is not so great.that, even 
on (he hypothesis of the low quotations being maintaineil, it will offer 
any difficulty to the attainment of the new legal parity by tiie simple 
methods which the government purposes to employ to that end. 

The parity in question represents a ratio of 32.585.5 to 1, which is 
the ratio existing between the 24.4391 grams of pure silver >yhich the 
dollar contains and the 0.75 centigrams of fine gold which will consti- 
tute the new unit of our monetary system. At one time the idea was 
to accept as a unit the exact half of the American dollar, but inasmuch 
as it can not be expressed in the decimal system in few figures and (he 
tlifference only consists in a small fraction of a centigram of gol<l, it 
was decided to forego exact equivalence in order to secure the advan- 
tages, for purposes of calculation, afforded by the adoption of the 
figure of 0.75 or three-fourths of a gram. 

For months past the exchange viiluc of our dollar on New York has 
)>een 46 cents to 47 cents gold, in spite of the fact that the price of 
silver in bars has been relatively lower. As, however, the tendency of 
the white metal does not afford any prospect of considerable improve- 
ment (for neither is production likely to be curtailed nor the demand 
suddenly to increase to any great extent) it would seem, as far as fore- 
sight can go in these difficidt and obscure problems, that the margin 
l^etween the commercial value of the metal contained in the dollar and 
the gold value which it is intended to give to our monetarj' unit, is 
sufficiently broad to dispel any fear, at any rate for some time to come, 
of the serious inconvenience that would be occasioned by the rise in 
the price of silver above legal parity, and yet is not so‘ broad as to 
inspire doubt as to the abilit}' of the silver dollar to attain parity with 
gold without serious difficulty. 

Finally the parity of 75 centigrams of fine gold per dollar will 
give an exchange rate on New York of 200 per cent approximately, 

fln j ^ exclian^^e even thus reduced will still 

afford sufficient protection to the industries which have gi’own up 
under the stimulus of the decline in silver. To reduce that e.xchange 
rate further would be dangerous; thus the legal ratio chosen bv the 
Gom'nment ma}^ be considered as the golden mean amidst the many 
conflictmg interests involved in this question. And certainly it 
must be gratifying to the partisans of monetary reform that in'this 
respect, \nz., the rate of exchange which conciliates the interests of 
tlie greatest number, almost all the opponents of the reform are at 
one with them. 


No Effort is to re Made to Bring About Legal Parity all at Once. 

There remains to be considered the question whether it is desir- 
able o endeavor to bring about the legal parity all at once. In order 

It nectary to realize as nearly as possible 

Situation of the country will operate. 
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AVlion the mints slinll liavo been closed to the free coinage of silver 
and the importation of Mexican dollai*s sliall have been prohibited, 
tlie (piantity of the circulating inediunu or. in other words, the total 
of tokens of exchange, within the national territory will be limited 
to tlie stock on hami when those measures become operative. Now. 
according to a principle which seems to be well established, there is 
a relation or proportion, though it is almost impossilde to state it 
arithmetically, between the number of tokens of exchange or tl»e 
(juantity of coin in circulation and the number and volume of trans- 
actions that liave to be effected therewith, so that if the latter increase 
and the former remains stationary the currency is enhanced. 

In accordance with this principle, and inasmuch as the uninter- 
rupted progress of the Republic is an undeniable fact, the prospect is 
that that pi’ogress will not be arrested, but that the volume of traii>ae- 
tions and business will continue to increase, necessitating a greater 
quantity of coin, on which account the latter will appreciate until 
attaining legal parity with gold, hut will not go lieyond, for when 
once the limit in question is reached the yellow metal will be onered 
to the (lovernment in exchange for silver coins, which will then he 

ytiMH'k to auo’inent the circulation. 

Statistics “^n-ove that between 1882-83 and 
retained in metallic monev-that is to say, m Mexican siher 
an annual sum of five millions thereof, approximateh. ^ 



factors operating m a 9*’“ **'*“’* ‘*”^ circulation which 

further possible increase in the amount ot miuciai.> 

perfoi 
of the 


further pos,s.l.le increase ... - ' ,„„re co... ...... >.se 

perfor.i.s the f..i.<'tio.is ‘ kj„„-„„.tlioils. ohvii.ti..f tl.e 

of the iiistru...ent.. „ i t^of cirr.ilatio.., I.i.t theie will 

1 tho !n0011ll> ^ ... »\\ \ ^ 


oi ....g.....e..ti..tt the ^ 1. the AnUy 

also he f..vor...g facto.-s not ■ I ,,,reeiul.o.i of the 

^ ‘’^f ;;;^t 

iSJi ; h"- 

‘‘X* ’fcregoing considerations 

legal parity will come wliich the action mu^t not 

operation bf natural ca i^ of^^ 

be precipitated, especially m , and perhaps siinul 

would involve tlie risk of f tlie’ rate of interest which 

taneously, a decline in prices and a use m tlu 
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would occasion a crisis and would siiddonl.y paralyze the efforts of he 
Zducing classes, instead of allo^ying time, the further develop- 
ment of public wealth and the opening up of new sources of activity 
and labor hitherto unknown, to supply them with the 
adapting themselves to the new conditions which, to the adyantage 
of tiie entire nation, will be solidly founded on the stability of 
international exchange. It has also been stated elsewhere how dan- 
gerous it is to alter by any legislative act the rehitnins lietween 
debtors and creditors into which they have voluntarily entered, 
and if on the lop of a modification iii the value of the instrument of 
exchanges there were to come the imposition of a brief period within 
which that modification would have to be effected, leaving no time 
for the prices of all commodities to adjust themselves to the new 
le^al parity, it must be admitted that, however wise and safe might 
be* the profusions of the law, the sacred rights of one of the contract- 
ing parties would be violated to a greater extent than the public 
welfare seems inevitably to demand. 

The Expediency of Creating a Gold Fund to Attain and Preserve Stauility 

IN THE Rate of Exchange is Examined. 


There has been considerable difference of opinion among the mem- 
bers of the monetary commission and business men in the Republic 
and abroad in regard to the proposal that the Government should 
at once create a gold fund for the purpose of exercising a decisive 
influence on the market in the achievement of stability in our ex- 
change rates or of maintaining that stability when once achieved. 

The Executive was, in consequence, bound to give, as it has in effect 
given, si>ecial consideration to this point, and only after a most care- 
ful study has it decided, for the present at least, in the negative. 
The principal reasons for that decision may be set forth : 

Without entering into an examination of the proposal according 
to which the fund in question would be used, openly and without 
limitation, to furnish gold, or gold drafts on foreign points, in ex- 
change for silver coins at the legal parity, to persons desiring to 
make payments outside of the Republic (a proposal that would be 
equivalent to introducing the gold standard in a complicated way 
that could in no manner be recommended), it is necessary to take 
into consideration the magnitude of the sacrifice that would be 
imposed on the nation in order to procure the amount of gold that 
would be necessary to exert an efficacious influence on the rate of 
exchange. The means to which it would be inevitably necessary to 
have recourse in order to procure the gold in question would be a 
loan, and the sum that would have to be borrowed, according to the 
most optimistic opinions, would not be less than $40,000,000. It is 
true that the credit of the nation has improved to a ratifying extent, 
and that, therefore, neither would the operation be impracticable 
nor would the sacrifice represented by the interests on the loan be 
more than the exchequer could afford. But it must not be for- 
gotten that one ought only to have recoiu'se to measures of this 
nature when they are absolutely necessary, and above all when the 
benefits which they entail ai-e so undeiiialile that they evidently out- 
weigh the objections, and on many and substantial grounds it may 
seriously be doubted whether this condition would be realia«d in the 
present instance. 



446 


GOLD STANDARD IN INTERNATIONAL TRADE. 


parity either at once or very soon: and this, as has been sho\Yn else- 
where in this exposition, far from being a desideratum, would give 
rise to a rather danfferons situation. 


X V%/ U XC411&V.X X V/ O X ii t X 1 1 • 

Moreover, though, in tlie case of problems so complex and obscure 
it may not be wise to trust to the efficacy of a single principle nor t(. 
cling thereto witli obstinacy, we may not disregard the laws of ratio- 
cination and we should he disregarding them if, while announcing 
that the fundamental ])rinoij)le of the reform consists in subjecting 
the currency to the effects of relative contraction, we were to show 
that we did not feel adequately confident tliat that contraction would 
produce its natural consequence — that is to say, that it would enhance 
the gold valujition of our silver money. There is, in fact, all the 
greater reason for expecting this result in that, in spite of exception- 
ally adverse circumstances, it has been achieved in otluT countries, 
which, without serious upheavals, notwithstanding all that may ha\o 
been said to tlie contrary, accomplished, some time ago, the object 
which we now seek to attain. 

The economic progress of the Republic is so perceptdile: the mate- 
rial conditions of its inhabitants are improving so rajudly and unnus- 
takablv: fonugn capital evinces such eagiumess to Imd in our tern- 
torv a'more remunerative emplovmeiit than in other countries, that, 
without erring on the side of optimism or empty prcsuiiiptuousness, 
it is pei-niissible to trust that when coiiiaec shall have been susperu ej , 
the ilecessitv of an increase of the circulating iiieiliinn will hep n to 
he felt and that necessity will of itself cause gold to How into t he 
Itepnbiic, for only in exchange for gold will new silicr dollais ii 

poinocl find th? enrrenev rtuffinoiitou. / i 

i;:j: 

gold-standard countries. * , i ;* i.ofmiH's necessary to consider 
^ The question heiiig thus stated, „nive per 

two classes of phenomena } * ^p^turbing cause were t( 


the collapse of excliangc raivs. . 

to disturbances of ' ^^rve fund chiild hardly con- 

with such urgency L„kh% purposes. In regard to 

he devoted ''‘"'''I'-Vhich nlav'ilso occasion siwcro varni- 
crises of an economical natn . ^ that they do not prodntc 

tions in the rates of exchange, m Mild the otlie 

such violent and protracted ''P''^”,',; ,,,/f„,.osight of the hanks and 

cau!!e, nor are they of a * or mitigate hen. 
lirSurm^rsVa^iron the pvinciples which govern 


bv eincacious n.v....- -- ^,.,,,1,.,. 

national commerce. j, „^,\^\ reserve won ‘ 
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of a rise in exchange rates. But if the free action of the measures 
that are proposed for the jjurpose of enhancing the value of the mone- 
tary circulation and bringing about a higher price for the national 
currency, should prove mefficacious to neutralize the upward move- 
ment of exchange rates and to restore legal parity, then the time 
would have come for the great banking institutions, for private 
firms and business concerns of all kinds, to solicit gold loans abroad, 
against which they would draw with all the neater confidence in tliat, 
as the disturbing factor of the market would not be of long duration, 
the reaction would in due course set in, enabling them to refund llie 
amounts drawn for on profitable terms. 

The Government might also, if necessary for the same purpose, 
make use of its credit or of the gold funds which it frequently has 
at its disposal. 

Such, stated as briefly as possible, arc the reasons which have influ- 
enced the resolve of the Executive not for the present to create a 
reserve fund. But this does not imply any purpose on its part not 
to have recourse to that method of maintaining monetary jiarity if 
circumstances clearly demonstrate its nece.ssity. Still less does it 
indicate the intention of using for the needs of the excheciuer the 
profits that may in future be derived from the coinage of silver in 
exchange for gold at the legal parity, for in this respect the Execu- 
tive is fully alive to the risk of imparing public confidence that would 
be run by converting what will, in a certain sense, be a deposit 
intrusted to its care, into a source of revenue. If the expectations of 
this exposition are realized, the profits in question which according 
to the contemplated plan will not be held and handled e.xcliisively 
by fiscal agents or employees, will constitute a reserve fund which in 
time will come to be of considerable volume, and then the legislature 
will decide as to the best manner of using and increasing it. 

Subsidiary Coinage and the Mintage or Dollars Intended for EIxpobtation. 


Coming down to points of less importance than tho.se above treated, 
this department has considered that a radical reform of our monetary 
system afforded a suitable occasion for ridding it of certain imper- 
fections which are attended with drawbacks ot some moment to the 
country. Contrary to sound economic principles and the practice of 
all civilized nations, our subsidiary coins are unlimited legal tender 
and are of the same fineness as the Mexican dollar, occasioning not 
only excessive expens^ for coinage, but also giving rise to the incon- 
venieut condition under which, while some portions of the country 
are afflicted with a plethora of small change, causing it to be at a dis- 

portions suffer from a scarcity of tolcen currency for 
payment of wages and other small transactions, and have to offer a 
prcTnijim to procure it. It is time that such anomalies should end, 
npw now m circulation be withdrawn, and thS 

K L f bject to rules that will in future obviate the 

attended, while also pre- 
fineness of the subsidary coinage from being con- 

a source of fiscal revenue, to the detri- 

SLlt of pSwX ‘ 
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Again, as it is probable tliat the oriental nations will not, at any 
rate for some time to come, abandon their inveterate custom of using 
the Mexican dollar, even tliough only in the nature of small bars of 
silver of uniform and recognized fineness, it seems expedient to main- 
tain tlie Government's power to coin said dollar exclusively for 
exportation at times when the condition of foreign markets allows 
some profit to be derived from this operation. 

Final Considerations. 


It may seem strange that in an affair of such importance as is the 
subject-matter of this exposition, and which has been so carefully 
studied, this depailinent should not. in conclusion, submit to the 
National legislature one or more bills looking to the immediate 
reform of our monetary system, but should content itself with asking 
Congress to authorize* th'e Executive to issue the laws in (luestion, 
subject to the terms of the accompanying m-oject. , , ^ 

In adopting this form of procedure the Presulent of the Republic 
has been influenced bv the consideration that the reform can not be 
DUt in practice save after the realization of numerous enactments and 
measures of an administrative nature, and that it is desirable to wait 
for a moment when tlic conditions of the silver market shall not be 
particularly adverse, in order just then to decree the reform in ques- 
ion And inasmuch as said measures could not lie taken until Lon- 
<rivss liad been i)leased to approve the projected reform, at any rate 
\n so far as its fundamental principles are concerned, and as it ^ould 
be anomalous to defer tlie execution of laws, after their actual issue, 
until a favorable conjunction of circumstances should occui. it 
Executive had no other course open to it than to solicit fiom the 

Federal Chambers a new proof of the confidence '‘‘i' . 

hitherto reposed in it. and which it has always endeavoreil to use fo. 

the welfare of the nation. 



ciivor nearly equal to tnai NMucti 

ana consunu-a y«.r IllUCnrc tl.o nnrthy 


assurances of my conrteous consKtcnition. 

. ■ / Ma rimmhcr of Dcimlies of the Federut ( ’on 

To the Sccrctaricn of the tlKimoo ( i / 

(jresfi^ Present. 

Mexico, iyorember 16*, 190Jf. 
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The Bill. 


Ahticle 1. The Executive of the Union is empowered to amend 
the monetary laws of the Republic, determining the kinds of coin that 
shall have legal circulation; the value, weiglit, fineness, and other 
characteristics of said coins; their margin, or “remedy,” both as to 
mintage and circulation, and, in general, laying down sncli provisions 
as said Executive may deem necessary to perfect the monetary system 
and adapt it to the economic necessities of the Republic. 

In the exercise of these powers the Executive will conform to the 
following rules : 

A. The present silver dollar, containing 24.4^191 grams of pun* sil- 
ver and 2.0342 gi’anis of copijer, will be retained and will be unlim 
ited legal tender. 

B. There will be ascribed to this silver dollar a value cJiuivalcnt to 
75 centigi*ams of pure gold. 

C. The subsidiary silver coins will contain a smaller quantity of 
that metal than that which, proportionally speaking, they ought to 
have on the basis of their token value in terms of the peso [dollar]. 

D. These subsidiary coins will not be legal tender for more than 
twenty dollars in one and the same paymeiiL nor will the bronze coins 
be legal tender for more than one dollar in a single payment: but the 
Government will designate offices where private persons may freely 
.secure hard dollai-s in exchange for subsiciiai'y silver coins or bronze 
coins which tliey may present in air.ounts of one hundred dollai-s or 
multiples thereof. 

E. The mints will not be obliged to coin the precious metals pre- 
sented to them, but the issuance of coined money of all kinds will 
reserved for the Executive, so that said Executive may exercise this 
power in accordance with the Jaws, and on such occasions and in such 
quantities as they may prescribe. 

Art. 2. The Executive of the Union is also authorized to adopt tlie 
following measures : 

A. To prohibit the importation of Mexican silver dollars into the 
territory of the Republic. 

B. To demonetize coins which it considei's desirable to withdraw 
from circulation, 

C. To coin for exportation dollars of designs antedating the present 

one. . '■ 


D. To alter, if found desirable, the design of the present silver 

dollar. ^ ^ 

E. To permit the legal circulation, for a limited period, of the ^o\d 
corns of other nations, at the same time fixhig their value in MoxTcan 

52 standard ounce of silver in London goes above 284d 

b. lo m^odify the fi^l laws in regard to mining, lightening the 
agOTegate burdens which are borne by the precious metals in the Siape 
of the 2 per cent coinage tax, the 3 per cent stamp tax, and the duea 
for assay, melting, refining, and separation. 

«in 'at® the collection of a tax of 

$10 per claim on the title deeds of tames and also the annual tax on 

H metals, 

modify the law of June 6, 1887, so as to reduce to U Der cent 

the maximum of 2 per cent, which, according to the law in qwstion 

IS the present limit of local taxes on the value of the precious metals! 

S. Doc. 128, 58-3 29 
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I. To remove or reduce existing import duties on articles destined 
for use in mining. 

J. To organize offices, which, without loss to the public exchequer, 
will advance money on the value of silver bars and afford to holdei's 
thereof facilities for the sale of said bars on the best possible terms, 
and, with this end in view, to make suitable contracts in the Republic 
and abroad. 

K. To modify civil and mercantile legislation in all mattei's con- 
nected with prestations and payments in money. 

L. To modify the precepts of tlie banking law which have direct or 
indirect connection with metallic currency or which affect the instru- 
ments of credit or transactions in exchange. 

LL. To appoint a committee whose functions shall be to regulate 
the monetary circulation and to accomplish, as far as possible, stabil- 
ity in the rate of foreign exchange and to this end the Executive may 
clothe said committee with such powers as it sees fit and may also 
intrust to it the manipulation of a special fund, tlie amount of which 

will be fixed 1)V tile Executive. . . , **1 

M. To issue all suitable enactments, including such as aim at the 
repression and chastiseineiit of misdemeanors and offenses connected 
with the subject-matter of this law ; to organize services and esfa dish 
offices that iiiay be necessary and to defray the expenses needed foi 
•inv of the purposes hereinbefore set forth; to which eml the Lxeui- 
l^^ve m-iv suppriss or modifv the present distribution of offices, f heir 
personnel, aiul the appropriations ami (lisbarseinents authoi ued ly 


‘iiecial laws or by the budget of expenditure. 
^1 exic(), Not'eniber /6’j lOOJf. 


J. Y. Lim.vntovb. 



Appendix H 

THE STRAITS SETTLEMENTS. 

A GOLD STANDARD FOR THE STRAITS SETTLEMENTS. 

By Dr. E. ll'. Kcmmcrcr, Chief of Dirhiou of the Currency. Treasury of the 

PhUiyyine Islantls. 

The deciule from 1870 to 18S0 was notewortliy in monetary history 

lor the e.\tensi\-e substitution throughout the western world of a ffolci- 

^aiKlard currency for the pi-eviously dominant bimetallic standard. 

beginning with the closing of the Indian mints in 1893 

\Mll in like manner noteworrhy for the e.xtensivc substitution in 

the eastern world of the gold standard for the silver standard, which 

had theretofore existed throughout almost the entire Orient from 
time immemorial. 

Among the most recent of oriental countries to undertake the 
adoiition of a gold-standard currency is the Straits Settlements 
This British colony, compos^-d of Singapore. Penang. Malacca, aiul 

of he »f shipping trade 

or the Ouent. Like most eastern countries it has had a varied iiione- 

..ry expenonce." The t m - pice,” the various kinds of sih-rnlpeis 

die Dutch nx dollar, the Japanese copang, the Carolus dollar of 

iSSSi r ' “ “S: is H 

teentt “v^dnLllu^ From'eaA^ i”n t”he”si.v 

atten/p“tVdLplac77’nrpr\t 

Sn •T'7ii Settlements has bein the old 

a.ml Mkh d-^cendants like the xAfexioan 

the‘Si‘^? 

kong, the silver dollar of Spain, JlexiTO Peru ^an^ n 

Other silver dollar to be specified from tnim in r and any 

m council, shall be the only legal tender.” rvith the ^^^tit ny^';*^ 

B ibkL in Chalrnere-rc^im^rcu™ Settlements currency 
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subsidiary coins.” Since 1871 subsidiary coins for the Straits Settle- 
nuMits have boon struck i)y the royal mint. An order in council, dated 
October 21, 1800, repealed all previous laws with reference to legal 
tender in tl\e colony and declared the Mexican dollar the standard of 
value, at the same time giving unlimited legal tender to the Japanese 
yen, tlie Hongkong dollar and half dollar, and the American trade 
dollar. Prior to the passage of the currency law of 1903 two subse- 
quent orders in council of ^importance relative to the currency were 
passed, under dates of February 2, 1895, and October 20, 1898. These 
orders taken together removed the legal-tender quality from the 
American trade dollar and the Japanese yen, reaffirmed the law mak- 
ing the Mexican dollar the standard coin, and declared that the Hong- 
kong dollar and the recently coined British dollar should be legal 
tender ami be treated as equal to the standard dollar. The Straits 
currency thus established w:vs, with a slight modification, adopted by 
the Federated Malay States. 

About the beginning of the calendar year 1903 the actual cur- 
rency of the Straits Settlements, the Federated Malay States, and 

Johore was roughly estimated as follows: 

(1) About 30 million British and Mexican dollars, of which by 
far the lar^rer part was British dollars, and of which nearly a third 
renresenteircoi i held in reserve against the government s note i^sue, 

‘ 2) NcVrlv 7 .nillion doihu-s of Straits Sett 
coins, of n l.iMi it was officially estimated that something like $300,000 

had been shipped out of the country. _ . . tntnl 

of which 

tions with gold-standard countries The ° ,vith gold- 
ness from the '’.‘’PWiy in® 1893 , after the closing 

standard countries ^ocan e so *no s 

of the Indian mints and the oa*'';'S of th • ' Sherman law, 

gross of the United States to Ae „f ,hc 

find the British colonial '^''oretarj tclc^ remed'ial measures in 

Straits Settlements for a report | - o of exchange, 

tlie direction of securing for the colony 8 ■ . ‘ .appointed In- 
in response to this " anJl'to suggest 

the governor to investigate 'or«' "’one ^ (.onsiderahle nmnhcr 

remedial measures, oo'P'o representatives of the think- 

of witnesses, whom ‘''OJ' ooorif « that, with the excep- 

ing men of the colony of I ela-e^ exaumu.d 

tion of the majorit} of tl ^ ^ f^^\\ i„ exchange liaj> btH-n 


« Ilepert of the 
pp. 4 and 5. 

Ibid., pp. 5 and 6. 


London. May, 


1U03, 
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Half of the twelve members of the committee favored a gold standard, 
five of them advocating the introduction of the rupee upon the plan 
which had at that time but recently been adopted by India, provided, 
however, that that plan should prove a success in India. The other 
half of the committee, including all the native members, favored a 
continuation of the silver standard.® 

From 1893 to 1897 there was considerable agitation and newspaper 


vrx I-IIV i C 1 lij I Jll llTCt? 

by a unanimous vote, adopted a resolution favoring the establishment 
of a fixed par of exchange with gold countries, and appointed a com- 
mittee “to inquire into the local currency with the view of calling 
attention of government to the question of converting the Straits 
currency to a gold standard.*’ 

The essence of the recommendations of this subcommittee may be 
summed up as follows: ^ 

(a) The adoption of the English sovereign as the basis of the new 
currency, “with a Straits dollar— fixed at the value of 2s.— subsidiary 
to It.” The existing subsidiary silver coinage to continue unchanged 
except for being placed upon a gold basis. 

(5) The government “ not to let its intention be known, and, when 
a decision is arrived at, to pass a law at one sitting of the legislative 
council, and immediately thereafter issue a notification to the effect 
that during a term sufficiently brief to prevent importation all dollar 
coins then legally current in the colony would be received at certain 
specified places and government currency notes given in exchange; 
and that after the expiry of such terms the British, Mexican, and 
^her dollars in circulation would be demonetized;” the Federated 
^ promulgate the same law simultaneously. 

(c) From the stwk of silver obtained by the government from its 
exchange of notes for British and Mexican dollL a limUed supply 

:: 'is S" ;r" 

l^nhsli and Mmicbii dollore, the seigiiioraee to aecnie to thTgoltl 



grounds: “ ‘ based on the following 

(1) The expense invohyd in maintaining such a token coin at n 
0 T?. tl»e new Jollar for the old oL 

SlucS: “ the o,rttuid be 

value so f^ aWe their bullion va'lu^ P^'^Posed, whose nominal 
_( ) The difficulty of the Government's keeping its intentions 


utes'^rEJldeuw Apiwndlx XVI of the Mln- 

london. May, 1903. Settlements Currency Committee. 

' » Ibid., Appendix XVII. 

Appeudti^TT thl^ ^IdlJre’ Taken bef^^the ‘Smuf a ^ 

into the Indian Currency, London, 1 ^, t^mniittee Appointed to Enquire 
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secret until the final passage of the law; and on the other hand, if 
the public were notified in advance, the danger of an inundation of 
British and Mexican dollars, to take advantage, either legally or 
illegally, of the 2-shilling dollar exchange oti'ered. 

(4) The difticulty of inducing the natives, who were accustomed 
lo judge the value of a coin by its weight, to take at a higher value 
a coin of little more than half tlie weight they were accustonieil to. 

{;")) Tlie difficulty of inducing the native holders of the old dollars, 
especially thost* of the Federated Malay States, to exchange them for 
a paper currency with which they were not familiar. 

As a result of these and other similar objections nothing came of the 

plan proposed. . .... n 

The rejection of this plan gave a quietus to the subject ot a gold 

standard for the Straits Settlements, as far as any official action was 
concerned, until the middle of 11102. On dime D. 1002. the Singa- 
pore Chamber of Coiiimerce again addressed a letter to the colonial 

government asking whether— ... , i. i n 

in view (•f the recent serious (.Icclmo in tlie vulue of tlio (iollnr (M 1 i- 

rent here, the violent thicluatioiis in the price of silver and (he ex- 
tiv.ne ..luert.i.itv as t<. Ilu- fnlu.v of tl.is inotal a 1 of ''I'';;'' "'f 
onlv causin" great inconveiiienee to the trade of the eoloin hut i 
sliiho "ravo ol-staoles to (ho .lovolopou-nt of its natura ■vso.ur.s l.y 
stoDping the flow of capital from other parts of the world, 

Ston-rnmenl were 'pn,>a..d. to invesli^t^ inU, » he te. nl > 

oerhliu suhso^.ont oo.n.nnnications upon tho sol, pvt. 

was forwarded to the colonial secretary com- 

The result of these commimieations ^^as that a coinn 

po^'of Sir David liarhonr. Mn ^rr^t^! atr trX 

and Mr AV. Blaine, were appointed hy the st(utar\ 

' “‘IM: S- 





a Itoport of the Straits SWtleiiieiit 
ft Ibid., p. 3. 
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these classes was on the side of maintaining the status quo. The 
European community, with the exception of the bankers and of a few 
exporters, were almost a unit in favor of a gold standard. 

A detailed discussion of the evidence brought forth in this tes- 
timony and published in the minutes of tlie committee’s report is not 
necessary. The exhaustive discussion during the last decade or more 
of the eft'ects of a fluctuating standard of value lias made knowledge 
of the evils connected therewith general. The rejxjrl of the local 
committee appointed in to consider the subject of the: Straits 
currency declared tiiat ‘‘all the effects remarked on in paragraphs 
21-28 of the report of Lord IleischelPs commilt(*e are in operation in 
the Straits.” This statement was nearly as true in ISlO.'i as in 1893. 
A few salient features of the conditions leading to (he legislation of 
1903 may, however, be briefly n*ferre<i to. 

The annual fluctuations in the gold value of the local money dur- 
ing the period 1H91 to 1001 are shown in the following table:" 

for liauk bills ov LoudotL 


[Four months sight.] 


Year. 

1 

Hiffbost. 

LtJirost. 

Avomgi'. 

1891 

jt. 

3 

<1. 

4U 

a, 

•1 

ft. 

\ t 

a, d. 

*1 u 

im 

1# 

o 

9 

Mi. 

0 n 
•£ H)| 


9 

Ul 

A 

9 

11 


A 

9 

•it 

A 

lit 

- 

«> la 


A 

9 

•>» 

*A L 

A 

1 

\> 

X 1| 
aa 1 1 


A 

9 


I 

II 9 

Z 1| 

<> ill 


A 

9 

•> 

1 1) 

A 

i 

1 

1 

1 

1 nil 

1 !li^ 

1 iili 

\m 

A 

9 

*11 

1 


A 

«> 




av 

O 

fA 

lU 

Ilf 

UKU 

A 

O 


A 


i 

<4 


1 aI x 11*1 ■ I* ^ were not, like India, practically forced 

to the establishment of a fixed par of exchange bv the e.xikence of 

a large public debt payable in gold. Tlie Straits ■government itself 
had no public debt, while the small debt of the Federated Malay 
States was a local intei-state debt, payable in the local silver currency. 


r> ii . , *4* aiiver curreiicv# 

Both governments, however, reguIarXv had large sterling obligations 

ise of supplies, while the salaries of idl the higher 


7 * 

to meet in the purchase 

ofticials of the .Straits government were on a sterling basis.^ Inas- 
much ns these charges remained relatively fixed regardless of the 
fluctuations in the value of the local dollar, while the gold value of the 
revenue received tended to fall rapidly with the fSll of exchan<m 
the government found itself handicappetl in meeting its oblio^tionsr ’ 
The relative importance of the Straits Settlements’ tracTe duriim 
the period from 1891 to 1901, with golj and silver couiUHes r^ 
tuely, may be seen from the following figures representiiio- imnort^ 


Comm!tt2!p° of «>e Straits Settlements Currency 

and 10. ^airrency Question, Singapore, 1903, pp.'' 0 

PP. 130 aS Appendixes of the Straits Settlements Committ^, 
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Trade with silver-standard countries. 


[Vftlues expressed in millions.] 


Year. 


1M«1 

IStM 

\m 

len; 

18<)» 

18W 

liKki 

1901 





Exports. 

1 

< Imports. 

IXotal ex- 
portsaud 
Imports. 

« « » 4 « 

$4.').579 

$83,037 

$12»..5l0 

4 « 

49,140 

03.940 

143,066 


44.993 

63,691 

128.883 

.. 

53,771 

94,008 

147.839 


5.5. 4:u , 

90.877 

152,311 


57,079 

96.260 

153.339 


57,399 

38.760 

15«>.UG8 


04.747 

98.615 

iw.;«3 


68,710 

131,945 

190,(25 


76.3&4 

135,4(6 

211,696 


70,065 

112,033 

211,938 


Trade icith flohl-Htandard countries. 

[Values ex pre^d id millions.] 


Year. 

Exports. 

Imports. 

iTotalex- 

iportsnod 

imports. 


$08,910 

74,693 

$44.8» 

$113,8115 


43,436 

118.139 


69,536 

101,371 

1(15.394 

68.547 : 

68,013 

88.408 

157.085 

193,603 

1113.«(fi 

»!.«:« 

214,4t2> 



104,696 

114,676 

129,394 

89,936 

09,591 

124,387 


2713,781 

<Wk «k1 


157, 145 

133,348 

A a j J 

OiB% 1*1 


174,631 

15i,9M 
160, :76 

(no 

•JO* 


176.»B 



While the figures show a healtliy growth of trade m ^ 

noteworthy that the greater proportion of the 
close of tfie period was with go 5-standard 

with those countries was a rapidly gi’owing one, that its ct • 

more than com with that with the silver-standard coi^ 

„2!:. . ; “Si-- 

arc! countries long before 1903. 

tue Slralta Set- 

tlcments Currency .Sebenie, renaug, Augu^* * 
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* One of the most serious disadvantages of the existing silver stand- 
ard, the committee believed, was the discouragement to the invest- 
ment of foreign capital in the colony, due to the apparent, and in 
many cases real, decline in the sterling value of capital invested in 
the colony. 

These facts, together with the element of uncertainty and specula- 
tion brought into business by a fluctuating exchange, the feeling that 
exchange had fallen to the point beyond whicli a further fall would 
cease to be profitable to the export trade, and the movement on the 
part of neighboring countries toward a gold basis, forced the com- 
mittee to the conclusion that the time was ripe for placing tlie Straits 
Settlements, the federated Malay States, and Johore upon a gold 
standard. 

Three princinal methods of making the change to the gold stand- 
ard were consiclerech The plan suggested by the Singapore chaml)er 
of commerce in 1897 was believed to be impracticable for the reasons 
already stated. T.he introduction of the Indian currency system, 
which was recommended by five members of the local currency com- 
mittee in 1893, involving, ‘as it did, a change in the unit of value 
from tlie dollar to the rupee, the adoption of a currency which would 
be largely controlled by another country, and whose bullion value 
wa.s far below its face value, found comparatively few supporters in 

1893, whatever might have been the merits of the plan ten years 
iHjfore. 


The plan finally recommended by the unanimous vote of the com- 
niittefi may b6st be briefly stated in tlicir own words: ® 

n Straits dollar of the same weight and fineness as the 

lintish dollar at present current in the East [to be gradually sub- 
stituted] for the Mexican and British dollars, the latter dollars 
[to be] demonetized as soon as the supply of the new dol- 
lars IS sufficient to permit of this being done with saiety. Under this 

the Straits to obtain a considerable sup- 
ply of the new dol ars, and as soon as this is received the new dollars 
^ould be made full legal tender concurrently with the Mexican and 

Thffiit^sunSv nf 1 5e token to put them into circulation. 

Ihe hrst supply of new dollars might be obtained ♦ » * bv re- 

Indian mints a portion of the coin reserve of the 
currency commissioners to be melted down and convertor! infA fLo 

^ continued until prtc 
tically «ie whole of the com reserve is converted into new dollars 

“Simultaneously with the arrival of the first supply of the new 

sitiguuiirM w.' "“"S'”' '"'""“Ssui'iS! 

“"Report of tie Stralte Settlements Currency Committee, May. 1903, pp. 12 
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*• the currency is so largely composed of the new dollars as 

to justify the measure, the ^lexican and British dollai*s should be 
finallv demonetized, and tlie Straits Settlements would then be in the 

4 

position in which India was when the change of standard was under- 
taken in that country, witli, however, the very important advantage 
that there would not he an enormous proportion of the new coins 
either hoarded or circulating in f<»reign countries, which might, by 
being thrown into circulation, indefinitelv delay the establishment of 
the gold standard. 

“After the Straits Settlements had arrived at this stage the pro- 
cedure might he exactly the same as it was in t)ie case of India, i. e., 
after sutHcient Straits'dollars liad l)een coined to meet the require- 
ments of l)usine.ss in the colony and the adjoining states the coinage 
of dollars would cease until the exchange value of the dollar had 
reached whatever value in relation to the sovereign mij^ht he decitled 
on hy the government as the future value of the Straits dollar. 
After this stage is reached the Straits government would issue the 

new dollars in exchange for gold and at the fixed rate. 

'• When the gold standard is established it would not be indispen- 
sable that anv gold coins should l>e made le^al tender in the <-olony 
and the states. But the government should he prepared not only to 
trivo in exchange for a sovereign .such a number of dollnis as are 
hereafter declared e(|iiivalent to a sovereign, hut also to give so\- 
ereicms in exchange for dollars at the same rate so long a.< gold i-^ 
aoriahl^or tO giVe bills on the Crown agents m Umdon ba-s^sl on 

the opinion th»t it “desirable that 
,he sumlai-d of value and the currency of the Straits SettleineiUs ijnd 
the Federated Malay States should continue Jo be identical, and tlui 

'■K':=r=:£fS KissSa 

oi^iiluml^'was passed «uthori.ing the 


;i:::n:in:.mder peualtv of heavy fines ai.U tue 

the coins thus illegally used or held. j (i,,,, „f Mexican and 

As soon as it >>ooan>o ovi.h nt tl a t u^ |„„,,i|„te,| 

British dollars i"to,tlie Straits .atl exchange ruse 


when the new Straits dollars began 

in the Straits. compared «i i ne gu‘^^^^^ Hoi.ukoiig. 

tide of Mexican and Ratjsh dollar.^^^^^. neiglihoring 


iiionev inaria'i was so , e, , 

,.ei,cv exportations were soon ' . 1 . i,” October, iind the governor, 

pursuant to the authority gi'eii h J, _ , shipment of the 


25, 11)03, iiiunediately upon 
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new coins, issued an order prohibiting the exportation from the col- 
ony of the Straits Settlements dollar and the further importation into 
the colony of i\Iexican or Britisli dollars. The new dollars are being 
coined at the Bombay mint, and since ()ctolx*r 1 nearly every boat- 
coming to Singapore from Colombo is said to have brought sc*veral 
Imndred thousand of the new dollars. The money received is being 
placed in circulation through the instrumentality of the treasury and 
the banks. 

It is yet too early to pass judgment upon the success of the sclieme 
ad<)|)le(l. and prophecies with reference to currency problems in the 
Orient are exceedingly dangerous. Moreover, the details of the 
methods to be adopted for maintaining the sterling parity when it 
once has been attained and for adjusting the currency sup’i)ly to the 
demands of trade have jiot yet been madi* public. So’ far the Straits 
have simply begun to substitute one silver currencv for another, and 
the colony will continue to be on a silver standard’until the old local 
currency has been displaced by the new and the new currency has 
been raised to a fixed sterling equivalent yet to be decided upon. 
This ])roccss anywhere would l)e a slow one ; ‘in the Orient, where cus- 
tom and prejudice are sucli dominant factors in all matters pertainimr 
to the currency, it is likely to [)e especially slow. ^ 

The j)romptness and ease with whicirtlie change will be effected 
depend very largely upon the future course of silver and tlie sterlin<r 
par of excliange which the Straits government finally adopts. It is 
geuendly believed that the par of e.xchange fixed will l)e 2 shillimrs. 
lliis is the rate that has bi‘en most persistently urged, a rate which 
would not materially alter the existing unit oi account, or the more 
recently contracted long-time obligations, a rate in harmony with the 
units of neighboring countries, as for example, the Japanek* yen, the 
1 liilippine peso, the Lrench piastre, the Mexican and British ‘dollars, 
and a rate easily assimilated to the currencv of the home country If 
.silver should continue anywhere near its present price the silver' con- 
tent of the new dollar, moreover, would, at a two-shilling rate, be 
s fhciently hwgo to offer little inducement to counterfeiting, md, on 

sufficiently below the nominal value of the dollar to 
offer little probability of its being melted down for bullion. 

It silver fa Is so that it shall become necessary to raise considerably 


... ..J vai.ie, will oe severe; while the luklitioiiiil bun 

placed upon that part of the debtor class who liave long-time ohlio-n- 
tioiis Contracted at times when the monetarv unit was’considerahlv 
helow the par of e-vcluinge fixed upon, and payable in th" i 0^1 d 
igher-priced dollar wilfte a heavy one, except^!, far as it nm^ be 


SK."”” « 
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winch it shall have been permitted for a considerable time to circulate, 
gi’eat care will be necessary to prevent the illicit importation of these 
coins, which would tend to displace the new dollars and prevent the 
ivalization of the currency scarcity necessary to raise the new dollar 
to the sterling par adopted. To prevent this contingency it seems 
quite probable that if the Mexican and British dollars are "materially 
cheaper in the outside market than the sterling value fixed upon for 
the new Straits dollar, it will be found necessary to put into effect 
the measures penalizing the circulation of the old currency author- 
ized in the ordinance of LSeptember 25, 1903. 

If, on the other hand, tlie price of silver rises so that the market 
value of the old dollar's is practically equal to the sterling value given 
to the new dollar, and if their value remains at this high point long 
enough to civate a prejudice in favor of the new dollar and to estab- 
lish in the business community the habit of using it, a subsequent fall 
in the value of the old money would leave the new dollar in possession 
of the field, and offer little inducement toward the illicit importation 
of the Mexican or British dollai-s. Under this contingency the penal- 
izino- of the circulation of the old money would probably be 
unnecessary. 

Manila, P. I., March i, 190^. 
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APPENDIX F. 

THE MONETARY SITUATION. 

I. THE DISLOCATION OF THE EXCHANGES— ITS EFFECT ON GOLD 

AND SILVER COUNTRIES. 

U\) Charles A.ConantyTrcasurcr of the Morton Trust Company, York City. 

The benefits of a single standard adapted to modern conditions 
were so keenly felt in the advanced commercial countries whicli 
adopted the gold basis after 1873 that the inconveniences which might 
attend the step were at first disregarded or obscured. The evils of 
the double standard — the uncertainty which it introduced into con- 
tracts and the disturbance which it had caused to the monetary sys- 
tem in so many countries — liad proved so s(*rious, and the advantages 
of the single standard in internal trade were so great and obvious 
that for a brief period it seemed as though there would hardly be a 
discordant note in the general chorus of satisfaction. The advantages 
of a single standard were in themselves considerable, apart from the 
question which metal was adopted.® It soon appeared, however, that 
several evils threatened to result from the rupture between the com- 
i)arative steadiness of the relationship between gold and silver which 
had e.\isted prior to the general adoption of the gold standard. 

hile the double standard had failed to maintain exact parity l->e- 
tween gold and silver, it had tended to keep the metals much nearer 
together in value than was found to be possible when one of them 
ceased to be widely used as standard money. Silver was reduced to 
the rank of a commodity measured in value by gold, and subject in 
the same manner as any other commodity, to fluctuations in supply 
and demand. There were two important ways in which this chamre 
operated to make unsteady the gold value of silver. The first was bv 
closing certain countries against its introduction as legal tender 
money, and thereby directing any increase of supply entirely upon 

11 f HI 1 a\ •! . if 


,, , . -- — - they contained, and 

thereby removing from the market for silver bullion the steadying 
influence of the gi'eat stock of silver in use as money. ^ ^ 

with some force, by advocates of the double 
standaid that so long as this standard prevailed in France and otlier 
important commercial countries the entire world was, in a sense 

it- 

“ The joint standard was in fact up to 1873 the common standard 
of value throughout the civilized world, except where the circu lation 

behveen the various componeuts of the currenev Is so pss^n 
^ The Joint Standard, p. 129. ' ’ * ^ 
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or ^oiu. However, tne relative values oi tlie two metals were 

equalized by tlie action of the mint laws of the Latin Union there was 
no jrreater x’ariation in the rates of exclinnge between any two of the 
three classes of countries than those which occurred, or might have 
occurred, between any two of the same class.” 

While the concluding statement is subject to some qualification, it in- 
volves an important principle. Even a countrv using only gold could 
not escape the leveling influence upon the ratio of exchange between 
the two metals, due to the fact that in bimetallic countries a market 
existed to which silver would be attracted if its price fell, while gold 
was released for use in the gold countries, and that on the other hand 
(as proved to be the case after the gold discoveries in California and 
Australia) a market for gold existed to which that metal, in its turn, 
would be attracted if it fell below silver in value at the legal ratio of 
coinage. Inevitably, under the operation of the la^y of sujmly and 
demand, wide markets for both metals, and the possibility of .substi- 
tuting one for the other as money, tended to keep the metals nearer 
together than if such markets were clo.sed. Hence it would come that 
if there should be a relatively decreasing stock of gold the value of 
«rold in relation to other things would not rise so rapidly if tlie biine- 
Tallic system lingered in important countries as if all countries were 
upon a gold ba^is. The demand for money in the bumdaihe coun- 
tries would fall upon the cheaper metal, and thereby diminish e 
ni-essm-e upon the dearer. En^dand could not escape t!;e ope at.on 
f an economic tendency in keeping down the relative value of 
^iTwdm;: U teuded to rise above silier, a.id a 
U-y. like K raiice. could not escape the operation ‘ 

free coinage produced a mail relations wore 

market for bullion was nanowed, but tliat t , wu..., 

severed bet 
almost the 

SimSy below pan Uie if ,he new supply 

time represented almost the c hcc-iu-^c it was not controlled by 

of bullion was small, F ^ 

the great reserve fund of the nutal opp(U-tuntty to 

large, its price fell because it ' o^V.f tl^ merits 

otl'e;- the metal for free production of any one 


:^"a oo.n.no.fity which has i-lH-;;;; of gold aud 

The groat product of V" ,i,„ market. The cost of 

silver, a pernianciit part of the stock on tilt inaiut 
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production, therefore, or tlie value of the product of a ijiven 3'ejir, 
1.S subject to the po^yerful steadvin^^ force of tlic whole stock. 

Tliis regulating influence ot tlie existing stock ceased to operate 
when silver was no longer freely coined. Every day that tlie metal 

AVsi5s 111 tn ‘I 1 1 l^k 


vious conditions.'* me siock 01 inose countries winch remained on 
the silver standard — British India, Mexico, and China — remained 
nominally a part of the common stock in the market, but even this 
influence was felt feebly in the minor fluctuations of the jiriite in I^m- 
don, because these countries wore so largely under the domain of 
custom ratlier than competition. 

The etfects of this change in the market position of silver W(‘re 

intensified by changes in methods of production. After it became 

unprofitable to work the poorer silver mines in gold countries, becau.se 

of the great fall in the gold price of silver, a large amount continued 

to be mined as a by-product of copper, lead, and zinc. This supply 

or Sliver, coming continuously upon the market, is was necessary to 

sell as rapidly as it was produced, since the large capital whicli would 

be required to. hold it, and the almost continuous decline in its gold 

price, discouraged any project for withholding it for more favoi^ble 
market conditions.^ 

The most oljvious evil resulting from the fluctuations in the gold 
price of silver bullion which attracted tlie attention of the commercial 
world was “ he dislocation of the exchanges,” or the rupture of X 
of exchange between gold and silver countries. This means, in less 
technical language, that it became no longer possible to calculate with 
any ccrtainty-or even within any definite limits, however wide— the 
degiee to which the inonev of tlie silver countries would depart from 
Its old relative value to the money of the gold countries Till wil! 

* lupture of the par of exchange, I>ecause operations 
between foreign countries are carried on through the foreign ex 
changes, and where tlie standard luonev is of tlie fame motalTe cost 

delay ^ 

s, rSH* iiHif'T” r=- “S 

2Vn-loJ?n\w^^ September, 

i>v» 

silver, it has been a somewhat safe speculation to sei/* 

This fact places the seller of * futures’ In a noJtlnn L prices, 

s aiit fall of silver and to work for l»e Interested In the con- 

iilon on International Exchance Stabnitv*‘n?in7*”^”!l’ * ‘® ^texlcan Coramis* 

« S. Misc. Doc. 34. 50th ConT2d ^‘!!^p Exchange, p. mi. 
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IS added the uncertainty of variations in the relative value of the 
two metals, a serious impediment to trade is established.” 

How serious is the influence of such conditions on trade was thus 
stated by General Walker in his discussion of the subject in 1896:“ 

'* Such fluctuations in the relative values of the two money metals 
continually involve international trade in embarrassment and dis- 
turbances of a most serious character, and often reduce it to mere 
"ambling. Without some tie which can hold the two metals at least 
near to each other during the time between the manufacture and sale 
of commodities and the receipt of the proceeds, the j)roducer in a 
gold country can never tell for how much silver ho must sell his goods 
in order to make himself whole and perliaps win a profit. The range 
of possible losses or possible gains trom this source is such as to lx* 
altogether out of proportion to the range of ordinary chances of 
industrial and commercial enterprise.” 

As soon as the disturbing influence of the rupture of the par of 
exchange between the gold countries and the silver countries began to 
be felt, discussion began as to its ultimate results. The natural tend- 
ency of the new’ conditions was to increase the command of a given 
amount of gold over labor in a silver country. This would not have 
been the case if wages in silver countries had changed automatically 
with the fall in the value of silver, so as to remain constant in ratio 
to wages in gold countries. But under normal conditions, even if 
such adjustments occur idtimately, neither wages nor prices conform 
at once even in advanced countries, to a change in the monetary 
standard. Still less has this been the case in the silver-usn^r coun- 
tries, where the ])rinciples of competition act u^yh etticientlv 
than in tlie gold countries. This condition naturally led to the belief 
that a falling standard would permit slight redudmns in gold prices 
sufficient to command foreign markets, and thus afford an oppoituni .\ 
to the silver countries for increasing their exports, with the resulting 

cent that an unearne | competitoi-s in gold 

s ■ssss'ss K ,:5.2 

this would l>e th e course generally pursued b} exporui 

a International Biniet.illisni. p. 139. forth by a careful 

b How these comlltions have oxuresswl in tonus of jtoUl 

observer: "The L sH falls faster than the wage of 

thus jtives a margin of proht ffPtierillv exlste<l for a minilHT of yoa^. 

'<kille<l labor rises, a condition «hich ha. ^ ^ skilled hands makes the 

even in tl.e fn.-.ori^, "■ 

labor cost tend to rise as I’^j ..siver lias taken jilace before atij jxr 
several years after a severe fal m hulm-iHl has. h-w- 

ceptible effiM-t is iirodnccHl upon st.[„'ipoint of the Industries l» 

over, not bw-ii a healthy one. even from tin st. mipoi ^,,„„trv."-M"rrell W. 

tion. and it has been most - Yale Review (Nov.. 190.'t). 

Gaines, " Effects of the silver standard in Mexico, luie 

XII. p. 280. 
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countries, and that they would thereby greatly increase tlieir market, 
was based the fear that in certain lines of manufactures they would 
destroy competitors in the gold countri(‘s, or at least impose upon 
them the necessity of siicrificing their profits or reducing tlie wages of 
labor. Some of these consecjuences appeared to be suffered by certain 
industries in Great Britain in their competition with llie correspond- 
ing industries in British India and other silvcr-usinif countries of the 
East. 

It was even contended in some quartei*s that low gold pric(>s abroad, 
caused by the fall in silver, tended to reduce gold pri{-(*s in gold 
countries. This might have been true if the export trade of gold 
countries to silver countries was a large part of tlnur total export 
trade, upon the theory of equilibrium in the value of products ex- 
changed." The real difficulty in the. case of those industries which 
suffered most appeared to be due, however, to tlie artificial stimulus 
given by the progressive fall in costs of production, which caused the 
creation of a volume of products exceeding elFe<*tive demand and by 
special tariff legislation. Thus it was declared by a committee of the 
Manchester Chamber of Commerce, in 1888, tllat the special duty 
levied in British India on English yarn “so assisted in stimulating 
the trade that more mills were built than could profitably be emi)loyed 
as shown by a fall of nearly 40 per rent, on the averasc, in the shares 
principal mil s in Bombay iliiriiifr Ihc six months emlini; March 
188.), and at the end of that year 35 out of ,'i2 mills paid no dindend ” 
After a generation of an almost steady decline In the gold nrice'of 
silver, however, a survey of the iiiHiieiice upon the silver countries of 
he rupture of the par of exchange does not indicate that largo benefits 
have been derived by these countries from their inoiietarv policy, or 
that they have even derived from it the benefits which, upon a nriori 
reasoning, might have been expected. The countries which adlliei”d 

•imf Mevi "•'■10 British India, China, 

'so'iYw 7' I"'*!"- Ks "e iil'iill see. changed her system in 

^ her governors had been convinced, 'by care- 

ftandlmd!'"^ on the ’silum 

TJiere are two propositions, which inav be considered seoaratelv i., 

pfrTTJ''’' “‘I’"' of > one a.? sVa dard 

First, whether such a standard does or does not stimuhL. i-x^^^ 

exporting “^ciu-s, it is beneficial lo the 

Upon the first question the statistics fail to nffoni evidence of n 
direct and powerful stimulation of exports under the silver standard 

H ^tigated the sublet of 
erany proveO less elective 

^ Quoted by Helni, p. 147. 

S. Doc. 128, 68-3 30 


466 


GOLD STANDAKD IN INTERNATIONAL TRADE. 


made tlio following observations on this subject in its report, to the 
British Government 

“ Although one may be inclined, regarding the matter theoretically, 
lo accept the proposition that the suggested stimulus would be the 
result of a falling exchange, an examination of the statistics of 
exported produce does not appear to afford any substantial foundation 
for the view that in practice this stimulus, assuming it to have 
existed, has had any prevailing effect on the 00111*86 of trade; on the 
contrary, the })rogress of the export trade has been less with a rapidly 
falling than with a steady exchange.” 

In the case of China, the average annual value of the exports rose 
from £19,242.103 in gold, upon the average of the ten years ending 
with 1891, to £23,37().3C>0, upon the average of the ten years ending 
with 1901. Measured in gold, therefore, this increase was only 21 per 
cent in ten years, or an average of a little more than 2 per cent a year. 
Such increase of exports as occurred, moreover, was largely to sur- 
rounding silver countries, like Japan (under the silver standard until 
1897). Korea, the Straits, the Philippines, and Hongkong. The 
result, in the opinion of expert observers, was that it could not t)c 
claimed “ that the decline in the gold value of silver has done any- 
thing to stimulate the growth of China’s exports to gold-using coun- 
tries; while, on tlie other hand, it has not checked an expansion of 

imports from the-^e irold countries,” _ 

In the case of Mexico, also, the increase in the exports, when meas- 
ured in gold, was small for a country which has developed hei 

natural resources to such an extent as has this 

ve'irs The 2 ol(l value of the exports from Jlexico inneased only 
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would not affect the real return received in commodities by the export- 
ing country. This, however, has not been the case. Upon this point 
an instructive comparision was made by a financial publication of the 
e.xport prices of certain products of the United States and the import 
prices of certain leading tropical products. These statements showed 
that the export price of products of the United States tended to rise, 
or at any rate not to fall, while the import prices of tlie articles 
received from tropical countries tended steadily to fall. The results 
of the comparison were thus summed up : “ 

The exports of cotton, wheat, and corn for the fiscal year 1902, 
which were actually valued at $409,275,000, would have brought at the 
prices of 1899 only $319.2:12,000, or $90,000,000 less than was actually 
received. On the other hand, the average import price of coflfeo 
dropped from 14.04 cents for the five vears ending with 1897 to G.89 
cents for the five years ending with 1902. The corresponding decline 
m sugar was from 2.47 cents to 2.20 cents, and of tea from 14.10 cents 
to 12.79 cents. The imports of these three articles into the United 
states for 1902 were actually entered at the gold value of $1:14,801,500, 
while at the prices of 1897 the same tiuantities would have been 
entered at $191,078,000. The United State.-?, therefore, obtained these 
three important tropical jn-oducts at $50,000,000 le.s.s than it would 
have obtained them at the prices of five yeai-s ago, while at tlie same 
time obtaining a consideral)ly enhanced price for its own product.s.” 

If these figures could be treated as representative, it would appear 
that over a very short space of time there was a gain to the United 

<' 0 "ntries, of about 

$140,000,000 in a total trade of $.500,000,000. Undoubtedly other 
mfluence.s than the depressing etfects of the silver standard operated 
upon relative prices in gold and silver countries, but the conclusions 
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ill a "old rountrv to inw^t it in a silver country.*' How this condition 
restricts the trade of the gold countries has been thus set forth 
" The rich countries surrender their products to the poor countries 
and accept ])roinises to pay instead of exacting full payment from 
the poor countries in their products. These transactions are carried 
on in a manner convenient to all through the medium of the negotia* 
!)le securities of joint stock companies. The exporter in the rich coun- 
try who desires ready money for his goods gets it from the domestic 
or foreign joint stock company operating in the poor country. The 
latter company sells its shares and bonds in the exporting country 
and applies the proceeds in money to payment for what it buys in 
machinery, raw materials, and the means for maintaining laborers. 
Thus, in ett'ect, the rich country lends its capital, in the form of prod- 
ucts, to the poor country, exacting only an annual interest, and not 
the princijial, in return. The great resources of the manufacturing 
capitalistic nations are thus put at the command of the undeveloped 
countries where they are capable of yielding the largest returns and 
llie greatest sum of iienefits to all conwriied in the transaction.” 

Already this evil of the dislocated exchanges, in its influence on 
investments, was a suliject of discussion in the report of the British 
gold and silver commission in 1888. when silver had fallen in gold 
value from an average of 59 jV P^nce in 1873, to 42J pence in 1888. 
'i'he evil became much more acute in later years, especially after the 
drop from the average quotation of 27fV pence in 1001, to 24yV pence 
in 1902. Under the conditions which then prevailed it was pfunted 
out bv the Commission on International Exchange that even slior • 
term loans could not he made safely in the silver countries by capital- 
ists in the gold countries. « , , . n * i«,.l «,wl 

The growth of these evils in the trade between gold-standard ai 

silver-sT,„.,lard o<,n..fi-ies lH>gnn to attract iCttcntion «';>■> » 

maicral adontioii of the gold standard in Europe and he I’nil.d 
S L os S 1 ev called loudly for a remed.y was denied in ew 
O , n teis Vs to lie nature of the reined.y and the degree of saerifice 
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were wide differences of opinion. For many j'ears there was a nor- 
sistent — in some respects well reasoned and eminently respectable — 
effort on the part of economists and statesmen to bring about the cor- 
rection of the evil by a return to the policy of the double standard, 
under such a binding arrangement among commercial nations as 
would tend to insure its successful operation. These efforts com- 
pletely failed, because they were contrary to the logic of events and 
were confronted by practical difficulties winch proved insurmountable. 

The project of international bimetallism approached the subject of 
regulating the value of silver from the side of demand. It did not 
undertake to deal with the matter on the side of supply. By creating 
an unlimited demand for silver at a fixed ratio to gold, by ojiening 
the mints to free coinage on private account, it was sought to maintain 
a fixity of value between gold and silver bullion, 'fhe experiment 
failed, so far as it was tested in the countries of the Latin Union, in 
British India, and in the United States, because the supply of silver 
was in excess of the demand at the legal ratio. The demand which 
was created, while it undoubtedly enhanced in some degree the value 
of silver by widening the market for it, was too artificial to absorb 
the product at its old gold value in the face of a growing preference 
for gold. This was plainly indicated by the accumulation of silver 
5-franc pieces in the Bank of France, when the option was open to 
any Frenchman to obtain them in exchange for gold, if he preferred 
them. 


The problem was approached from another side— the side of regu- 
lating the supply— when the proposals of the Mexican Government 
were made to the United States, in 1003, for securing fixity of 
exchange between the moneys of the gold standard and of the silver 
standard countries. It was no longer a proposition to .secure fixity 
of value between gold and silver bullion, butWtween gold and silver 
coins. Therein lay a marked distinction. It is easily within the 
scojie of government authority to regulate the quantity of silver coin 
by providing a supply up to the limit of demand. This regulation 
of supply was the one factor lacking to succe.ss under the project of 
bimetallism. If the governments of the world which desired to ust‘ 
silver should keep the amount of silver money in use just equal to the 
need for it, and should take steps to keep this silver at i)ar with gold 
either by direct redemption or by tlie sale of foreign bills of exchange’ 
the problem would ^ solved of keeping at par coins of both metals. 
Ihe gold price of silver bullion would then be subject to the plav of 
supply and demand in the market, but the fluctuations in bullion 
would not affect the value of the coins. That it was easily possible 
to mamtam silver coins at par in gold without reference to the gold 
value of their contents in bullion, has been demonstrated by the con- 

in the countries of the Latin Union, 
in the United States, in Java, and in British India, since their value 
as bullion has fallen 50 per cent ^low their face value. 

This policy of mving a fixed exchange value to silver coins by gov- 
ernment control of the output would not be without influence, more- 
ovei, upon the market value of silver bullion. It would permit 
countnes whose scale of transactions was adapted to silver money to 
employ such money in large amounts without being subject to the 
mconvemences of fluctuations in its gold value, just as in the advanced 
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commercial countries the subsidiary coins were easily maintained at 
gold par and tlie public were thus guarded against the inconvenience 
of having tliem fluctuate in relation to the standard coin.“ An exten- 
sion of the same principle to the currency most used would permit a 
larger employment of silver than would otherwise be possible, with 
ecpinl convenience, and would thereby contribute to widen its market 
and maintain its price. 

The adoption of what was called a gold-exchange system, of this 
character, escaped another fundamental difiiculty of the proposed 
bimetallic arrangement. This difiiculty was to secure a general 
agreement among commercial nations. No such agreement was re* 
(juired to permit any nation to issue a limited amount of silver coins 
and to keej) them at par with its gold standard. There were advan- 
tages in cooperation, especially in regard to the ratio of weight to he 
adopted between the gold and silver coins, but the difficulties were 
not insurmountable in the way of independent action by each gov- 
ernment. 'I'he system of a fixed excliange between gold and silver 
coins avoids, therefore, two of the cardinal difficulties in the project 
of international bimetallism. The system of a fi.xed exchange attacks 
the problem of the value of silver by adjusting the quantity of coins 
to the demand for them, instead of endeavoring to create an artificial 
demand for an indefinite supply, and it permits each nation to act 
for itself witliout the cooperation wiiicli has been fomul m practice, 
after repeated efforts, inipo-ssible in tlie jjroject of international 

bimetallism. 


2. THE END OF THE MEXICAN DOLLAR. 

By A. Piatt Aadreit. yrofesmr of ccommicx, Harranl Vmvenity. 

(From the Quarterly Joornol of Economio*. May. IWW.] 
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naturally came the coins used in Florida, Cuba, Santo Domingo, 
Porto Rico, and the other Spanish Antilles. Even before 1000 it is 
said that they circulated in the Philippine Islands, and had become 
familiar at such Chinese ports as Canton, Ningpo, and Amoy." 
During three centuries these coins, under one guise or another, have 
been pouring out of the Mexican mints and distributing tliemsolves 
over the two hemispheres. They have jilayed a long and important 
jiart in the developing relations’ between East and A\'est, and at one 
time or another they have been <*mployed by men of nearly every 
color and race. To-day, however, tliey seem destined to disappear 
completely from international couiuier(*e.'' 

The coins of but fetv other countries have ever attained any ex- 
tended international curren(‘y, and the coins of Austria alone are at 
all comparable in this respek to those of Mexico. 'J'he Maria The- 
resa thalers, instituted in 1751 and reissued continually since them 
with the eighteenth-century designs and dates, have been commonly 
^irrent in Eg^'pt, Abyssinia, and the Soudan, and are known in tin* 
East Indies and the extreme Orient. They liave made '‘the male 
profile and the elegant blazonry of the great Empress more familiar 
to the black races and to the yellow races than to the white.” ^ but 
even these dollars of Austria have not coiKpiered many inarki'ts when 
compared in range with the coins of Mexico. 

The persistence and universality of the Spanish dollar as a coin of 
commerce is not difficult to explain. Until the opening of silver 
mines in our own West some forty years ago, nearly all of the silver 
used in the civilized world had come from Mexico and Spanish 
America. More than four-fifths of the silver estimated to have been 
produced between 1493 and 1850 had lieen taken from the mines of 
these regions.'' It is not strange, tlierefore, that the Spanish colonies 
of America, with their unexampled resources of money material and 
their well-equipped mints, came to supply so many countries with 
rn^ns of exchange. That this conditZn%ho»ld come 
three hundred years ago is the more understandable if one recalls 

relations of Spain at that time and the fact that the 
Spanish monarchs of the sixteenth century were masters of both of 
the Indies and controlled the most extensive empire that the world 
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ish coins remained intact, and their exceptional goodness caused 
them to be the more eagerly sought abroad and to pass in a steady 
flow across and beyond the Spanish boundaries. Until the begin- 
ning of the eighteenth century the “ pieces of eight ” underwent no 
serious debasement, with the exception of certain local issues, such as 
the Peruvian coins, which suffered ‘‘scandalous falsification” about 
the year 1050, and were accordingly denied currency not only in the 
British colonies, hut in Spain itself. 

During the eighteenlli century their content was only twice slightly 
tampered witli. In 1728 they were reduced in millesimal fineness 
from {)30-’ to 0ir.*\ and at the same time were lowered in weight by 
about 14 per cent ; but this was ostensibly to pay for the increased 
cost of making the more elaborate coins then struck. Again, in 1772, 
when a great recoinage was accomplished, their fineness was reduced 
to 902\ without alteration in weight." The standard both of weight 
and fineness adopted in 1772 has been adhered to ever since and 
remains at the present time that of the dollar of the Mexican Repub- 
lic. wiiicli is bv far the most important surviving representative of 
the old Spanish ‘‘ peso." In all, Ixdween 1497 and our own time, ac- 
cording to Professor Sumner, the dollar as a world coin was reduced 

bv only 5.9 per cent.'' . at • 

‘Since tlm end of the seventeenth century the output of the Mexican 
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in tho form of coin. In the appended table® one can observe how 
recent has l)een the change in these conditions. In 1872-73 more than 
93 per cent of the silver exported had been coined; in 1882-83, almost 
81 per cent; in 1892-93, about 49 per cent; but in 1902-3 only 27 per 
cent. 

That the situation is rapidly changing to-day is evident from these 
figures and admits of no doubt. At present Mexico's exports of silver 
bear a far less important relation to her total trade than ever l)efore, 
and her export of coin exhibits even more rapidly dwindling propor- 
tions. On many accounts the day now seems not far distant when 
the field of activity for tlie Mexican dollar will be limited to the Mex- 
ican confines, and it is confidently predicted that the outward flow of 
coins will soon cease altogether, some even apprehending that it will 
be reverf^d, and that a back flow will overwhelm the country unle.ss 
the Mexican Government takes measures of protection against such 
an event. In the following pages I shall sketch the conditions and 
occurrences in different countries from which this change originated 
and through which it is being brought to pass. 

We may begin with the 


I'NITED STATES. 

The ^ Orth American colonists, as has Ixien said, seldom saw any 
other than the Spanish coins. In the English settlements men natu- 
rally continued for a long time to reckon in the traditional terms of 
pounds, shillings, and pence; but they possessed scarcely any coins of 
these denominations, and when coin payments occurred they were 
usually made with “ pieces of eight ” and “ reals.’' In the coui-se of 
time the word dollar gradually superseded the older terms “ peso ” 
or piece of eight in referring to these coins, and in the colonial 
records of the eighteenth century one frequently finds accounts and 
due bills explicitly reckoned in dollars.*' During the war for inde- 
j^ndence, when the Federal Congre.ss i.ssued bills of credit they made 
them explicitly payable in the Spanish dollars; and when a little 

Republic set about the establishment of a 
nat onal ciUTency, Jefferson only expressed tho common opinion in 
declaring that among the various currency units the dollar was “ the 
most fannliar of all to the minds of the people.”*^ It was <renerallv 
a£‘eed, therefore, to do away altogether with the old system of keep- 
ing accounts m pounds, shillings, and pence; and oh July C, 1785 

United Stfti“^The7on” -^ ^ monetary unit for the 

tliftf fi . The following year, on August 8, 1786, they decided 

that the .^erican Government should it^lf issue a coin^modeled 
after the Spanish-milled dollar as the same was then current* and 

iss s rsf. tjsjz 
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upon this continent, and that the Spanish coin after a brief interval 
would no longer have a place in our circulation; but for several rea- 
sons this situation was not achieved until sixty-five more years had 
elapsech From the opening of the mint in 1793 until 1857 only 
2,075.550 silver dollars were issued, making an annual average of 
but 41,806 dollars. As many of these passed quickly out of the coun- 
try, the Spanish coins and later those of the Mexican Republic con- 
tinued to form an integral part of our currency iluring all of this 
period. 

The reasons for this situation are well known ami may be stated 
briefly. Congress in 1792 had authorized the issue of an American 
dollar, of weight and fineness corresponding to the Spanish dollar; 

•l I • .1 1 Ai l. ^ O !.l. 


averaged ot greater weignt." i\evertneiess tii 
in the act as the silver content of the American coins, and with such 
content the new coins were struck. As the dollars lx*gan to be issued 
it was soon discovered that they did not enter into circulation luul 
lliat a regular profit was being obtained from their export. Being 
fresh and bright the}' were iradily accepted in the W est Indies, and 
there they could be e.xchanged for the old but heavier Spanish dollars, 
which in turn were inij)orted and presented to the mint for coinage. 

The expensive operations of the mint, it soon appeared, were result- 
ing in no increase of our national currency, but were merely a source 
of profit to money dealers. Jefferson, upon learning of this m ISOt., 
at once ordered a suspension of the coinage of the dollar pieces, am! 
for a continuous period of thirty years thereafter not another si ver 
dollar was issued from the United States Mint. jSor vas situ 
tion materially altered with the resumption of the 
dollar in ISSli. The act of 1834 

Si-anisl. origin, j g Ll.-AnTericSn dollars, with their 

silver currency. In tac^ tne^ ^pa ^ „f p„y. 
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which the Government would receive them for a certain period for 
reniinting into American coins. 

The year 1857 thus marks the first serious contraction in the field of 
activity of the Spanish-Mexican dollars. In that year North America 
was formally closed to the coins which had freely circulated there 
since the early years of its settlement.** 

Nor was tliis the only measure which tlie American Government 
adopted to restrict tlie sphere of the Mexican dollar. A few years 
later a more aggressive step was taken. The attempt was made to 
interfere with its circidation in the Far East by the introdiK'tion there 
of a new American “trade dollar," in some respects superior to tluit. 
of Mexico and intended to compete with it. During the sixties the 
United States suddenly developed silver resources sc'cond only to tlios<'! 
of Mexico; and Congress, desirous of assisting Americjin mine owners 
to secure an oriental market for their product, in 1873 consented to 
their having tlieir .silver stamped at the Government Mint into coins 
adapted for the Eastern trade.^ So great was the foreign demand 
for Afexican dollars at this time that they continually commanded a 
premium, and as the Mexican Government levied a (ax of tS per cent 
upon their export.*- there was every reason to Indieve that the new 

freely ex])orted, and which would be 
more accurate m mintage and superior in bullion value to the Mexican 
do lars,'' would meet a real demand in the East, and might even sui)er- 
sede the Alexican coins in those parts. The ordinary American dollar 
containing 371i giams of pure silver, had never been well received iii 
China on account of its inferior content. So the new coins were to 

th^e-fourths of a grain more than the standard 
of the Alexican dollar. This would make them wortli, at the ratio of 
pchanp prevailing when the act was passed, a little more tlian $1.04 
in gold, and would have the double advantage, it was thought of 
rendenng thorn acce, .table in the 0.-ient, .vithmit danger Tth,hr 
invading the circulation at home. 

inTlle S/'’” U expected, found a ready market 

indo rMna Hongkong mid the Straits Settlements, in French 
incto-China, and at several Chinese ports they were made a lt*<riil 

found Mexican dolhj^rs, and the* California mint soon 

found difficulty in turning them out fast enough to meet reiiuirements 

mi ion rr commencement oAlieir coinage neXsG 

iniHions had been struck, and in January, 1877, tlie leairiuo- hanLi^ 

m China reported that tliere was “evidence nowerfid cntnudi t 
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China.’* ^ The American dollar was thus making rapid inroads upon 
the territory of the Mexican dollar and threatening it with very 
serious competition in the Far East, when unanticipated conditions 
in America resulted in the abrupt cessation of its coinage and its 
ultimate withdrawal from the field. 

The decline in the price of silver reached such a point in 1877 tliat 
the silver in a trade dollar was worth not only less than a gold dollar, 
but also less than the depreciated paper dollars which constituted 
the circulating medium of almost the entire country. As a conse- 
quence large numbers of trade dollars began to appear in circulation. 
These trade coins really had no legal standing in tlie country, being 
neither an authorized tender for debts*- nor receivable at the public 
treasurv. 

In the eyes of the law they were only disks of metal assayed and 
stamped at the (ioverninent mint for foreigi) uses but they bore on 
their face the worths trade dollar and United States of America, 
and it was not strange, therefore, that they were frtHiueiitly given and 
taken at home at their face value. The confusion was aggravated in 
the following year, when Congress ordered the renewed coinage of 
the old standard silver dollar under the Bland-Allisoii Act (lehruary 
25, 1878), for this meant that dollar pieces of even less intrinsic value 
were to circulate at par under governmental authority. If these 
smaller silver coins were to he everywhere receivable as cqiinalent 
to the gold dollar it appeared but logical that the larger coins issued 
from the same mint should not be worth less. 
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rency act of March 2, 1003. With the coming of tlie Spaniards in 
the sixteenth century the coins of Spain began to circulate in tlie 
Philippines, and these coins, and later their succe.ssors of the Mexican 
Republic, have constituted almost the only currency in those islantls 
since then. In 1877, to be sure, the import of foreign coins was pro- 

« « • • . * • . « ^^1 •«« « «. Ill • 


from bpam until 180i, the Mexican dollars, which still retained their 
power of legal tender, and which were being regularly smuggled 
into the islands with the knowledge or connivance of the customs 
officials, remained until 1903 the only monetary standard. 

The advent of the Americans brought a very dill’erent currency 
system, based upon a gold standard, into close contact with the Mex- 
ican silver-standard system, and some readjustment soon became 
inevitable. Rates of exchange between the money of the United 
States and the money of the -new' oriental possessions w'ere in con- 
tinual movement, botii on account of oscillations in the market value 
of silver and because the demand for Mexican dollars fluctuated in 
the contiguous Chinese markets. In December, 1898, for instance, 
the metallic content of the Mexican dollar had an average value of 
46.6 cents. Then it l)egan rising, and by December, 1900, it had risen 
to 50.5 cents. Then once again the process was reversed, and two 
Veal'S later, in December, 1002, it had sunk to the unin-ecedented 
average of only 37.8 cents." Meanwhile the value of the Philippine, 
nioney w’as also affected by the changing demand for Mexican dollars 
in adjacent countrieji — demands which often could not be readily 
supplied because of the remoteness of the issuing mint. 

In the autumn of 1900, to cite one instance, when more than 3 
million in Mexican silver were exported from the Philippines to meet 
the deimuids of the foreign forces in China, the e.xchange rate for 
the Alexican dollar rose very rapidly above its metallic value, only 
to fall jigaiii 51 few months later with equal rapidity wdien the 
foreign forces in China were reduced. Under such coiiditions the 
ettoi'ts of the Philippine Commission to maintain the value of the 
Alexican dollar at 50 cents by temporary makeshifts, such as making 
approprmtioiis m that money whenever it tended to fall in value and 
evymg duties upon its export whenever it tended to rise, were predes- 

P The Commission repeatedly urged upon Congress the 
nece^ity of providing a substitute for the Slexican* dollar which 

1 -T United State dollar, 
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for long inclined toward the conservative policy of issuing a substi- 
tute for the Mexican dollar without disturbing the existing silver 
standard — an aiTangenient suggested by the English Bombay dollar 
then used in the Straits Settlements and at Hongkong, of which we 
sliall hoar later on. A majority of the House, on the other hand, 
voted to introduce a gold standard and the complete American system 
of coins. The compromise which was eventually effected in tlie law of 
March “J, 1003. provided for the adoption of a gold standard, while 
leaving silver the circulating medium of the country. It made the 
gold coins of the United States a legal tender for all debts, but pro- 
vided at the same time for the issue of a new American-Philippine 
peso of silver, weighing a trifle less than the Mexican dollar, and 
intended to take its place as the usual currency of the islands. This 
peso, which contained 3i grains more silver than the standard Ameri- 
can dollar, was made the legal equivalent of 50 cents in American 
money (although at the time the act was passed its bullion value was 
somewhat less than 40 cents), and the Commission was enjomed to 
preserve this parity by limiting the coinage, by selling foreign 
exchange, by creating a* gold reserve through the issue of certmcates 
of indel)tedhess. or by ‘‘such measures as it may deem Foper, no 
reqiiiromeiit for redemption, how'ever, being stipulated. Ihe oecre- 
tarv of the Treasury began at once to purchase silver for the new 
coins, the dies for whicli had already been jn-epared in ‘•“'icipation of 
the passage of the act. Tlie act was passed m March, but befou e 
end of April the first shipments of pesos had been made, and In tlie 
end of im more than 17 million pesos had been sent out. -mveruo 
'I'aft at once instructed all disbursing offieei-s to j,";,,/ 

local or Me.Kican coins after July 1, lOOJ. and f ‘ 
the Mexican and .Spanish sdver has no longer been recen.ible 

‘’'The reorganization of the ^ 
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of possibility that the j)rice of silver sliould rise again above r4.1 
cents per ounce, its nominal value at the present coining ratio of 
to 1, so that the new pesos would be worth more as bullion tljan as 
coin. In that event the whole scheme of monetary transformation 
would fall through.® There is little likelihood, however, of such a 
recovery in the value of silver, and we may safely consider the 
Philippine coinage act of March 3, 1908, as marking another defini- 
tive stage in the contracting field of the Mexican dollar. 

One other step in the same direction, which is in part connected 
with the Spanish-American war, may be mentioned in passing, 
namely, the change of currency in Porto Rico. The Mexican dollai-s 
had furnished the principal currency for the island during a long 
])eriod, but in 1895 the Spanish Government undertook to supplant 
them by making a special issue of lighter coins to take their place, and 
arranged favorable terms for their exchange. The new coins were 
made of the same weight and fineness as the Spanish pesos and bore 
identical devices and niint marks, except for the substitution of the 
words “ Puerto Rico in place of the name of the mother country. 
One hundred of these coins of lighter weight wei’e given for ninetv- 
five of the Mexican, and about six million were exchanged in this 
way. The Jlexican dollars were thus withdrawn from the island, 
but their successoi-s were destined to endure only a brief period of 
service. With the accession of the American (Tovernment they in 
turn were supplanted and demonetized, and under the act of April ! > 
1900, the coins of the United States were substituted for thcmrat the 
rate of bO cents in American money for 1 peso of Porto Rican coin.** 


BRITISH COLONIES IN THE FAR EAST.<^ 


If we turn now to the British colonies we are confronted with a long 

™ =>'>d on the part of 
f Govorinnont to dislodge the Mexican dollai-s and ti estab- 
lish in then stead the British system of coins. In the former ell'ort 
the Goieinment has only within very recent years achieved a fair 
measure of siicce&s ; in t he later effort it has failed completely If we 
look no further back than 1825 we find the home Goyeniment in that 
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year undertaking a systematic plan to force the new British silver 
coined under the act of 1816 into circulation throughout all of the colo- 
nies. Tlie troops were everywhere to be paid in British money, and. 
in order to give this money general currency, rates were established 
at which it was to be received in place of the Spanish coin.® These 
oi’ders were far too simple and sweeping to be widely effective, and 
they remained generally inoperative until the great discoveries of 
gold in California and Australia came to reinforce them. Then, as 
the relative value of silver rose, the full-weighted silver coins were 
everywhere forced out of circulation where gold and silver had 
been current side by side at a legal ratio. The depreciation of gold 
was not followed, however, in the British colonies in every case by 
the adoption of tlie British currency. In Canada, for example, the 
gold coins of the United States virtually became the standard, and 
m Newfoundland a gold standard of a quite peculiar $2 denomina- 
tion was adopted. But it did have one primary effect. It accom- 
plished the final exclusion of the Spanish and Mexican dollars froin 
the British colonies in America, and except for the republics of 
Spanish America these coins henceforth were banished to the bar 

the British colonies of Hongkong and the Straits Settlements 
the Mexican dollar has continued to dominate the circulation do^yn ^o 

the present time, notwithstanding the efforts of the 
ment to displace it. Great Britain came into possession of lloii^- 
kon<y in 1841, and three yeai-s later British token s^i Ivor was pio- 
•lainied to be the standard, the home Go\Trnment confidently exped- 
in? Unit shillings and pence within a brief '"oukl take e 
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fact that tlicse identical dollars were subsequently accepted at paiv‘ 
and still more by the recent success of similar issues. 

The trading communities of the Straits Settlements and of Hong- 
kong have several times since then urged a repetition of the experi- 
ment: but not until 1895, nearly thirty years after, could the Ciovcrii- 
ment be persuaded to make llie attempt.’the usual reason given for not 
doing so being the difficulty of furnishing coins at a price low enough 
to compete with the Mexican dollar. After tlie summer of there 
had been many complaints of a scarcity of j\Icxican dollars, the rating 
for which, with the fall in the price'of silver, had risen materially 
above its bullion value. At the same time the Indian mints were 
without work because of the suspension of the rupee coinage. The 
occasion seemed peculiarly propitious for a renewal of the llritish 
dollar, and the (Jovernmont accordingly, by an order in council of 
February 2, 1895, authorized the mints' of 'Romhay and Calcutta to 
strike dollar pieces for any bankers and merchaiits wlio might n*- 
qiiii-e tlicm. The new coins, as regards weight and fineness, were to 
be modeled upon the old dollars of Hongkong and the Jai^anese yen. 
and a uniform charge of 1 per cent was to l)e levied upon their issue. 
Two of the largest eastern banks guaranteed the experiment by 
agreeing to take a minimum coinage of five million dollars annuallv; 
but It was hoped that the new money, when once established, wou’ld 
g)inmand a wide circulation, not only in Hongkong and the Straits 
Settlements, but also, on account of England's wide trade relations 
in countries not under the British Crown. That their hopes have 
already been successfully realized is indicated by the amount of dol- 
lai-s coined in the intervening years.** More tlian 150 millions have 


tiicunuion in an qt the great markets of the exti*emo Orient, 'i'hcy 
constitute to-day, in fact, the most serious rival whicli the i\Iexican 
dollar has ever encountered m those ports. 
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tlu' mattor of introducing a gold standard in the Settlements and the 
I ederated iMalay States has been mooted.and in 1002 the colonial office 
appointed a coiuinittee to consider the expedienev and practicability 
of such a change. This committee reported in :\larch, 1903, reconi- 
inending the gradual introduction of a special Straits dollar of the 
same weight and fineness as the Ilritish dollar at present current in the 
East, to be substituted for the Mexican and British dollars, the latter 
dollars being demonetized as soon as the supply of new dollars is 
sufficient to permit of this being done in safety.” When this condi- 
tion has been attained, the procedure recommended is exactly the 
same as that which was followed in British India. The coinage of 
dollars would cease until the exchange value of the dollar had 
reached Avhatever value in relation to the sovereign might be decided 
on by the Government as the future value of the Straits dollar,” 
and then “ the Straits government would issue the new dollare in ex- 
change for gold, and at the fixed rate.”** 

The proposals of the committee were almost immediately adopted. 
On June 25, 1903, an order was issued for the coinage of a new 
Straits Settlements dollar, to be of weight and fineness like the Bom- 
bay dollars, but to bear distinctive inscription and devices. A few 
weeks later the new dollars began to be struck at tlie Indian mints, 
and the first consignment of new coins reached the Straits in Octohei’. 
1903. Upon October 2 the further importation into the colony of 
Mexican or British dollars or Japanese yen was prohibited, the export 
of the new local dollai-s being made illegal at the same time. The 
next step will be the demonetization and reminting of the silver coins 
now circulating in the country: and then we may expect ^ ‘n lie 
proceeding, in the expectation that the new dollars will use to a 
Sous t-.lue in exchange for English gohl, :.s ' ™l>e<: ro«. m 

British India after the suspension of its coma're in 1893. I he exact 
nxte at which the par of exchange will eventually be hxed has not } et 
hpon 'innounced but it is generally surmised that it will be at _ sh l- 
lings-^a rate virtually the eciuivaient of that recently adopted in the 

Tile ^exeent ion of this nlan will mean the complete exclusion of the 
Jlexiran coins from another extensive region in which thi^ 
ludd swiV and the chancre will affect not only the straits, but al^o 
iifinv of'tiie MiiToundinu native states which constitute the hmtei- 
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1NI>0-C1!INA. 


The monetary history of the l''roiK“h colonies in China runs closely 
parallel to that of the Itlnglish colonies which we have just sketched. 
Here, again, we have a region in which the Spanish and later the 
Mexican dollars had long circulated side hy side with native cur- 
rency; and here again we find the dominant European power 
undertaking to displace the ^lexican coins, first hy altempliug to 
force its own money into circulation, tlien hy issuing an imitation 
of the Mexican dollar, and now at last by the proposed adoption of u 
gold ‘^exchange standard.'* France came into possession of (’ocliiii 
China in and the following \’ear her coins were given legal 

t(mder po^yer there, and lK*gan to 'he paid out hv her*"dishursnig 
officers. They never attained a wide currency, however, and when, 
a few years later, the depreciation of silver sVt in, they were of so 
much greater value in France, where they retained tlieir fictitious 
power of exchange, that they were no sooner brought into the colonies 
than they were le-exported. Moreover, the trade of C'ochin Chinn, 
and of Annam aiid Tonkingregiiuis which were later annexed, was for 
the most pjirt with the ports of China, Singapore, and Hongkong, 
where the lu-ench coins were unavailable and wliere the Mexican dol- 
lars were the usual medium of e.xchange, and were continually being 
exported and imported in settlement of trade balances. The futililv 
of the efforts to substitute the French currency system eventuallv 
became c ear to the French home (iovernment, very much as the simb 
l.u situation m the English colonies iiad a few years beftire become 
ckar to the Engli^i Government, ami France then fell back upon the 
expedient winch England later tried. With the recognition of the 
expediency of retaining the dollar ctirrencv the question arose whether 

iTniteirift" H "“‘i of Mexico and the 

United States then current in the country. 

Fi-ench coins could not be made to 
rculatc. The exjierimcnt was undertaken tentatively in !87!) with 
the issue of fractional i>ieces of the dollar." Then in'lSSo a French 
mas re de commerce of identical weight with the Antriean trade 

be struck. Like its American prototype, the French 
tiade dollar was favorably received, both on account of its accur.te 
fabiication and superior weight, which somewhat exceeded that 
of the Mexican dollar and the Japanea* yen. Tliis slifrht surnhis 
hoAvever, which rendered the Frencli dollars popular amoii7t m 
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In the period since the new French dollar began to be issued in 
189.') down to December 31, 1903, as many as 44,000,000“ of these 
j)ieces had been struck: and they appear now to circulate freely and 
without friction alongside of the other dollars. 

Within recent months, in Indo-China as in the Straits Settlements, 
a fiiither step has been in contemplation. Plans have been debated 
for bringing the currency around to a gold standard upon the lines 
of tlie currency reforms in British India and the Straits Settle- 
ments: and. if the changes now under consideration are adopte<l 
and siiccessfullv carried through, it will soon bo a question, not 


*relv of increasing competition for the I^Iexican dollars, but of 
dr 'supersession and legal exclusion from still another large tract 
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.JAPAN. 


Japan represents another of the oriental countries in which the 
Mexican dollar was for long firmly intrenched, resisting repeated 
efforts made to exclude it, l)ut from which it has at last been coin- 
pletelv driven within the course* of the past twenty years. \Mien 
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g:i*ains. the weight of tlie successful American trade dollar, at the 
same lime changing ihe name of yen to boyeki gin, or trade dollar. 
The experiment proved futile a.s a means of expelling the undesire<l 
l)ieces. It had in fact just the contrary effect, of attracting them to 
Japan in exchange for the heavier Japanese coins; and in 1878 the 
Government decided to suspend the further coinage of the trade 
dollar and to revert again to the issue of the lighter yen. At the 
same time they gave to that coin full legal-tender power throughout 
the country. 

During the yeai's which followed, as the value of silver declined, 
the Japanese mint was called upon to coin larger and larger amounts 
of that metal; and the yen grew more and more familiar aiul more 
and more popular. It became in fact a doughty rival of the M(*xi- 
can dollar, not merely in Japan, but in all of tlie great entrepots of 
the Far East. Being of superior design and less frequently counter- 
feited, it enjoyed peculiar credit throughout the Orient, a‘nd before 
the appearance of the Bombay dollar in the middle nineties the 
Japanese silver coins were probably the most familiar of all coins in 
the Straits Settlements and the Malaj' Archipelago.® and were freely 
current also in most of the ports of China, Korea, Indo-China, and 
Siam. Between 1871 and 1897 more than 105,000.000 of tliem were 
issued, and of this total more than 110,000.000 had been sent abroad. 
So, while the Japanese yen gradually ousted the Mexican dollars froni 
the Japanese trade centers, at the same time they had invaded much 

of the territory which hitherto had been the exclusive domain of the 
Mexican coins. 


Just at this juncture, when the Japanese silver yen had conquered 
so many of the markets of the East, the Japanese topped their coin- 
oge, and at the saine Ume took steps toward their demonetization 
within the boundaries of Japan. The fluctuations in the price of sil- 
ver had for long rendered trade with Europe and America exceed- 
ingly unreliable, and for years the government of Japan had had 
under advi^inent the possible adoption of a gold standard. The 
receipt of the indemnity money from Cliina after the war of 1894-95 
at last made this possible, and in March. 1897, a law was promulgated 
declaring a new gold coin, thereafter to be kimwn as the yen, to hTthe 
standard unit, and restricting the future coinage of silver to under- 
veighted coins of subsidiary denominations. Ac coinage of the sil- 
OH wj"ch had found so ready a market from one end of the 
Orjnt to the other, thus came to an end. Those of the coins which 
had remained within the country— about 46 millions in all-^werc 

"’T ®*^*'^** subsidiary silver or sent 

mStfcj f.™ sys,!"” ‘j’ 

In the course of two decades the Mexican dollar had Lxjen driven 

Sssr* l: t — ^ 

had injected into the oriental trade t he greatest luimbe^r oV^mpetmg 

Japanese currency this work and senerni subject of 

.«n«m Financial Admlnlstrutloa or Ja,Z 
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coin* that the Mexican dollar liad ever encountered up to that time. 
Jt nii^lit l)e added, in passing, that in the newly acfjuired territorv of 
Formosa** tlie Ale.xican dollar aiul the Japanese yen also ceased to be 
legal tender after 1897-08. and that the gold standard coins oi Japan 
were installed in their stead. 


CIIIN.A. 


If we turn last of all to China, we find even here the swiy of the 
Mexican dollar meeting challenge in our day. Ever since the six- 
teenth century, when the Spanisli dollars were introduced from the 
Philippines, these coins have been widely used. The Chinese Gov* 
eminent until very recently hatl never issueil silver coins of its own, 
but local ridel's and well-known tirms had authenticated the standard 
of the foreign coins and given them a local cliaracter by marking them 
with a .special stamp.'' The coins by far the most famijiar to the Chi- 
nese were those of Spain and Mexico, circulating by weiglit, an<l often 
stamped or chopped bv their indoi'sers lx\vond all j)()ssil)dity of recog- 
nition. During the past decade, however, these Mexican dollars have 
been subjected to competition in China, not only with the British dol- 
lai-s and Japanese j’en, but also with local issues, very much as they 
have in other countries. \’arious of the Chinese provinces have 
ostiililished tlicir own niintingr nnK-liiiuM-y, and Inive bcf.mn to turn out 
local coins in imitation of the Jlcxican dollars. I he hi-st such m t 
was opened in Canton in 1890. hnt to-day snndar provincial estah hiji- 
ments* are coining dollai-s at Foochow. Nankin. (Iningking. lienisin, 
" ikden an Kirin." and in April. I9(«. an imperial edict pronded 
for estahiishinent of a national mint at Peking to i.siie nniform 

"'^e'eoin'is vol'sJinS' in local mints have heen nnreliahle « to 

dently expected. Mi ouKi Tiic . 'W mWion such 

oil International Exchange, that ( hin . j.nrt time.'’ 


nteruational l!aXciiaiige. u.ai \ ,hort time: 

s, lx adopted, this outcome will he attained in a mi> ^ 


coins 



GOLD STANDARD IN INTERNATIONAL TRADE. 


487 


III a future, then, which is not remote, the Mexican flollar will 
cease to fulfill the functions of an international coin, which it has per- 
formed without interruption for nearly four centuries. The coins 
wliich have served so Ion" as money for most of (he peoples of East- 
ern Asia, in the British possessions of North America, in the Spanish 
West Indies, and elsewhere, will no Ipnger be current outside of the 
Afexican boundaries. Nearly half a century has already elapsed since 
these coins were banished from the United States and Canada, but 
until within a decade they had hehl (heir own in the Orient. One hv 
one in the East rival dolhu-s have appeared. li\ed for a brief day, and 
disappeared. The British dollars of Hongkong were issued for only 
two years ( 18GG-18()8) ; the American trade dollars survived for four- 
teen years (1873-1887; and, last and most formidable of all, (he 
Japanese yen were issued for twenty-six years (1871-1807). 

Two rival dollars of importance continue to lx? coined and used 
through the Orient to-day— the British dollars of Calcutta and 
Bombay and the French piastres of Indo-China— but the expulsion of 
the Mexican dollar must be credited not so much to the competition of 
thes(‘ silver coins as (he swift and all-pervading drift of the Orient 
toward a gold standard, which tlireatens the extinction of the Mexican 
and the comiieting dollars alike. The already accomplished adoption 
of gold as a standard in Japan and in the r*hilippines has virtually 
excluded the hitherto familiar coins from those* regions, and the pros- 
pective changes now hanging fire in the Straits Settlements, Indo- 
China, and even in the Chinese Empire itself, will probably seal the 
doom of the Mexican dollar throughout the rest of the East. The 
coin which has literally been a “ universal unit," known in every 
region of the earth, Avill soon have only a local range; and what is 
more, as we shall presently see. it is not unlikely that even in Mexico 

it will Ih* supei-sedcd, or become ere long only a subordinate and over- 
valued token. 

MEXICO. 

The general movement which we have lieen observing would seem 
destined to leave Mexico isolated as regards her curix*ney and seriously 
crippled as regards the most important factor in her export trade. 
But Mexican hnanciers have for some time foreseen the situation 
which was impending, and the Government has wisely done what it 
could to provide against such contingencies. Since early in 1903 
monetary commissions and subcomniissions appointed by tlie Govern- 
ment have been busily investigating plans of currency reform for 
Mexico which will bring her monetary system into line with those of 
most of the great trading nations, and they have been spreading before 
her public bewildering arrays of figui*es and data relevant thereto “ 

Ihe propo^l has now been made by one of these commissions to 
close the mints to the fi*ce coinage of silver, to prohibit the reimporta- 
tion of the present silver dollai-s, and t o issue in their stead a new 

“The following volumes have been issued by the Commission : 

Dates pnrn ol ostudlo de la cuestlou monetaria en Mexico 1003. 

prejiarados im la secretarla de Uacleiida y credlto nubllco 
es^lalniente para el estudio de la cuestlou inouetarin 1903 ’ 

urbanas In la cludad de Mexico, 190.3. 

Mexican currency problems has lieon written bv 
S S'*- G«ria.‘ ApuntS; SLeTu emS de 
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tiollar. which for tlio future is to he maintiiined at a stable ratio with 
^"<>1(1 h\ some sucli system as that which the United States has put iii 
opeiatiou in tlie Pliilippiues. Whether, however, legfislative approval 
for tliese j)rop()sals can he secured is a matter so doubtful that the 
deiioiuunent of the |)reseut agitation can not as yet be safely surmised. 

Meanwiiile the Me.xican (iovernment has taken steps in another 
line, and has adi’oitly promoted measures aimed to restrict the losses 
which her mine ownei*s were likely to suffer through the dwindling 
export of silver dollars. The general adoption of a gold standard in 
the Orient threatened to reduce the market not merely for the coins 
of Mexico, but for her uncoined silver as well, and suggested tlie grim 
possibility of an even further decline in the value of that metal. An 
outlook so portentous for Mexico's leading industry called for imme- 
diate action; and the Mexican (iovernment met the situation 
shrewdly, though, as it ])roved. inetfectively. Her officials plainly 
saw that, if the Oriental governments and the ICuropean poweiN, 
especially those having dependencies in the Orient, could, be induced 
to purchase and coin silver in regularly continued ainounts, notwith- 
standing their adoption of a gold standard, the foreign demand for 
Mexican silver might survive the extinction of the Mexican dollar, 
ami the ])rice of silver might be .saved from a further decline. 

The American (iovernment was accordingly approached by Mexican 



I'iiiiionf.:;- tiiis 'fi- '1 

“United States Commission on International i'' p' ; 

aln„.aniecl hy a similar .lele^ation f™- ^ 

«mnt.-io. Th,. anfrgostmns ^ e , 
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nas n,.t to ‘ ,,ri.a. was ,„nsi.leml as hannfai 

... 0 .. hannf.,, 
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delegates even went so far as to suggest the exact amounts \\liicli eaeli 
Government should piireliase, tlie comhined engagements to aggregate 
an annual total of tH5.000.000 ounces." liitlier of those plans, if ival- 
ized, would help to i)rop the sinking value of silver, would proniot«* 
greater stability of excliange with the remaining silver-using ('(mn- 
tries, and incidentally would be of benefit to the silver-i)roducing 
interests of the world. Unfortunately, however, for those coneeriuMl, 
the voluminous arguments of the American delegates aroused only a 
lukewarm interest. The British representatives made no r(*])ly oilier 
than by a series of vague and general res<ilutions.'' oecujiying less than 
a third of a page.'" The Kreneli eommission replied with more elalio- 
ration, but expressed dissent from almost every detail of the Amer- 
ican plan,** 

Brief and variant oj)inions were also received from tlie delegates 
of Russia, Germany, and Holland. 

As regards the reform of the Chinese currency (a proposition 
which after all was not an ati'air of direct concern to Knrojiean gov- 
ernments), there was little ohjection upon general princijile: hut (here 
were many misgivings, reservations, and ditFerences of vi(*w as to 
method. Concerning the second proposition, that the various gov- 
ernments should make regular purchases of silver, tlie h'nmch didi*- 
gates thought it “ dangerous ” and “ useless to dwell on : " the British 
delegates opined that it “ might he adopted as far as possible in each 
country, subject to its monetary policy and convenience;” the dele- 
gates of one or two other countries conrteonslv ac(‘eded to its iirin- 

ciple. But no government seems likely to take any step toward its 
practical adoption.*’ ‘ * 

The efforts of the Jlexican (iovernment to secure international 
assistance in support of the silver market seem to have lieen witlioiit 
avail. Mexico remains to-day still confronted with a contracting 

market for her leading export and with one of the knottiest of money 
problems to disentan^e. 

« Ue|)ort of CouHiilssion. pp. 187-188. p. 120 

'■ Report of Commission, p. 141 

•ualntain the oommerdalnuotaK ofsttr ‘i 

oonsumhiK countries to irive resnilnru-v l>r«<Uiclii}; countries invite tlie 

selves unable to thom- 

unusunl oliaracter of a proposition which te/wKsVrtinlir ‘“i the 

intervention contrary to all economic prlLples tl fil the 

at the very moment when it Is declared thnf fiSim V “ w)inmodltj- 

pret^mls the giving of regularity to prodJeUon.- ' I)rluolplo.s 

adoiked theTolI?yfntts%rehas^^^^^ «overnment has 

Comniissiou on Iiiternatlounl E.xcimugi ^ auUciputed by the 
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I’Aiu.fc; 1. — o( sUrcr — IJ.'tfiniatcd oiitpiii of silrcr in ihc prhiripiil 
silvcr proiJiiviiuj countries, in Icilooranis {OOO omitted). 



1493-1856. 

1 

1876-1000. ^ 

1493-l»n. 

Mexico 

1 63,(557 

12. 518 1 

27.697 


B )livij4 

(t)^,U64 

(5’)2.(wO 1 

(?) 4.2(56 

41.1174 


29 4il2 

(>) 1 7«)o 

(•5 2 .57(1 

iici 

Austria-Hungary 

6,861 

909 

i.3:js 

llM 

Germunj’ 

5.K.'i6 

2.(r>.'i 

4.:J72 1 

12,277 

Ru-?*ia 

2, mi 

:i98 

tSil 

2J|N) 

UiiitiMl Static 


5,271 

35,(r7i 

1 MK'MH 

Other roimtrii's 

, 6.aJ2 

5,:*« 

IG.SiX) 

1 21M2U 

Total world’H production 

1 

1 149,827 

31, (XM 

91, 

272, .5U-. 


Tins table Is oomplle/J for the earlier periods from the estimates of Soetltcer and Lexis, 
and for the later periods from the mint reports of the I nlted States and rruiK-e. 
Althoirdi many of tne tijiures are uncertain and have l)een differently estimated in other 
liiveatli.'atlons.'’ I find no variations which would seriously affect the relative iwsltlons of 
the different countries as contributors to the world’s silver supply. 


Table 2.^— Exports of Mexico. 

(Exports expressed in millions.) 


Fisi-al years. 


iwl-ft.’.. 

- . . 

lKjtt-85... 

. . . 

isaii-bT ... 
iNsT-ta... 
. . . 

IKSII-W... 
lK)d-«l . . . 
1891 -W... 
i85e-aj . . . 
. . . 

1WH-U5.. 
IKttVOrt . . . 
189ti-9T ... 
1W>7-*.W ... 

1898- 99... 

1899- 1900. 
19(l>-190l 
iuii-i«e 
ltHK-1003 


1 

Total ex- 
ports in 
Mexican 
(lollarH. 1 

1 

Exports of 
silrer in 
Mexican 

1 dollars. 

29.207 

1.5.822 

41,919 

»«.«501 

46.861 

:t»,.524 

46. 812 

32,878 

4:1.797 

29.24:» 

49.:<«) ' 

:«.(M1 

49.079 

■•ik 'Wet 

a>,;«9 

'Ht l<i? 1 


Percent- ■ Percent- 
age of age of 

silver ex- coined sil- 
ports to I verln 
total ex- silver ex- 
ports. ports. 


G2,t>8i) 
4 H. lai 
75.tirtl 
88 .bb> 
80. (M 
Oo.dfl) 
110 . (22 
11T.7M 
138. WSS 
148. 
158.2*8 
158, 

108, (Ml 
197,729 


:{ 8 , 1 W 
:fi. *«( 
48. 14.5 
55.479 
45.620 
48.i:t( 
r)«,(kV 5 
59. .578 
67 ,«:n 
«7,281 
(53, .VM 
72,421 
.50.582 
77.5V. 


.54.17 

G9.4(l 
7(1, 2;i 
(58.77 
156.98 
61. ‘.K 
63. 19 

60.71 

81.72 
(Sl.Ul 
tB.Ol 
56.96 
50.01 
53. (ff 
50. .58 
48, 5W 
4.v:e 
46. 17 
45.8:1 

45 

39.22 


73.69 
H», 72 
80. 45 

77. 47 
75, at 

67.26 
r)ft.:i 9 

87 
01 89 

49.98 
rA. 4.8 

48. iff 

38.11 

:fi.47 

;h ,.50 

24.47 
215.01 

26.98 
17.16 

22.27 
19.66 
27.21 


i. table ja tab™ t~ia .be ^ 


la secretaria de h^«^da 


y"cTX“‘gbHcoTe.spocial^^ para 
DilCioDAli loW. 


Table ^.—Silver content of the Mexican 


(loUar and its competitont. 


Name and date of oriKiD' 


exiCAU dollar* .. .. * * 

inorican standard ‘.lUi --^ 

rtuTican tnide dollarim' ■ 

•eiich trade do ar 1^> 

-.•ucli trade dolbir (18U>) 


1 Weight. 

Finc- 

in*ss. 

Orains. 

41TG 


4121 

420 

9(1) : 
«l) 

1 :«5! 

aw , 

/ 416 

1 416 

416 

416 

420 

4161 

416 

426 

4:13 

an ! 

aw 

aw 1 

aw 1 

aJ) 

aw 

aw 

(III 1 

Kt31 1 


Pure 

silver. 


(Irtiin*. 

:I771 

:tni 

:rH 

IHTi 

3741 

:f: 4 l 

:ff4{ 

3741 

378 

375 

374 i 

378 
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Taisi.k -1. — ('diiifif/r o[ /tiirrr (lallurx. 

Mexico — Silver coimiffc of nil (Iciiomin.-ilioiis ; 

Goloninl period. in:57-l.s-Jl million |>csos__ 

Since independence. do 


2. 082 


Entire period, 1.5:17-100:1 do :i. .54.S 

Coinage of 1-peso pie<-es, 1874«-10o:{ ...do 074 

Austria, Levant dollai-s, 1701-]5H»:i_.. 14(1 siW 

United States: 

Standard dollars — 

3702-187:1 - 8.o:ii.2;w 

I818-190.3 


1702-1003 r,sj< 

Trade dollars, 187.3-18S7 1” 'il.5i 

Philippine pesos, 15)03 ” 

British India— Boinhay and Calcutta dollars, l.S0.')-l{)u:i __ I 1 . 51 ’ 
Hongkong: 

Dollar. 18(>4-<» __ o 

Fractional silver. 18!)3-10C)2 I'*” I I 

Straits Settlements — Dollar. 10 o;i 

Iiido-China : 

French trade piasters. fn*st series. 18.8.5-180.5 _ __ 1.3 

French trade piasters, swimd series, I80r>-1‘)()3.. .11 ” n.-)’ 

Japan— 1-yen pieces. 1871-07 _ i.jV 


(i7i;..32S 
510.5, 024 
8 .s;i. 2.50 
:iin,504 

108, 0.54 
.5.50, 000 


1(55, 


3 . COMMENTS ON MONETARY CONDITIONS. 


170. 471 
(M»S. «J38 
133. 170 


EXTRACT FROM THE REPORT OF THE 
administration of THE BANK OF INDO-CHIN V MADF 

meeting of shareholders on the ilTH OF 

[l*rintcd in I'^^roiioDilstu Francahof June 2.5, 19(M.J 

The fluctuations in exchange of tlie wliito metal have been, in fact 

mtfs^^'on ih T highest 

rates on the London market liave been respectively 21 ll/lGd^and 

-8^(1. per standard ounce. Parallel witli this the valne of the dol- 

ar (piastm) went down in Kebrtmry, 1908. to 1.95 francs, and strat- 

‘ p^idnallv increased in value until it readied 

dollar forlts own" ,S ui t„ 

KS,St"ite 

to the overtures from Chi na wh^n rafcount^SdS' 

av°aKr‘^ “ ‘-'f 
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!>y tht^ onn-;oqnencos for whicli the fall in the value of silver 

« compelling her to make unforeseen sacrifices in 
order to pay iii gold the amount due on the debt of the war indemnity, 
turnecl to those eo\mtries to ask for aid, of which it recognized the 
necessity. The American and ^lexican Governments responded to 
this appeal hy naming a Commission, composed of the eminent men 
of each of these two countries, most skilled in economic and monetary 
(|uestions. Ihis Commission went to the principal countries of 
Europe which have business relations with the Far East. 

After a brief stay in London, where it studied the principles of a 
monetary system suitable to he introduced into China, and one the 
estahlishment of which the English (loverninent declared that it was 
willing to assist, the delegates of the United States and Me.xico came 
to h' ranee. Thev c.\plain»‘d the purpose of their mission and the 
means which appeared to them the most appropriate to bring about 
the result which they desired to a commission appointed by the min- 
ister of finance, niuier the enlightened and competent presidency of 
the governor of the Bank of France. Those of their propositions 
which Inul to do more especially with the monetary reform in China 
apjieared to he such as to afford real benefits. The same explanation 
was then given in Germany and in Russia. 

The study of this impdrtant question is now’ Ix‘ing carried on in 
China itself; It would he extremely desirable if the assistance of all 
these good w i>hes would bring about the establishment in China of a 
monetary svstem having more unity and stability than tlie customs 

now common there. . 

Vs regards Indo-China. where the fall m silver had produced teel- 
Inii and results no less important, the thorough study which was 
criven to the subject h\ the department of colonies ended m prac- 
Tical conclusions, some of which have already been put into effect It 
hail appeared, in fact, that the end to l>e obtained was the establish- 
ment in their colony, so far as economic conditions would peimit, of a 
system like that of Briti>h India. This result was to be brought about 
by successive steps. It was neces.sary in the fii-st place to permit, e\en 
Lhissist tl.c ..xpoitation of Mexican <loUai-s, which ^ 

;i nec cent was rctainiiif: in tlic colony. It was ncces,sai\ . 1>‘“ 

hiiiit tlic iinpoitation of new Mexican <lolhii-s in such a ‘ 

ciicnlation slionkl he, profrrcs-ivcly. more and 

sively of French commercial dollars (plasties). The C which 

was ICMI* it \>t uiav ^ Afovinjin (lol- 

Whih* last year they were composed in great part o a • p i 

will have been demonetized. 


in Paris in> to the :tlst or j/ecemt/A*, ..--I 
and introduced into China, both bv the of the 

subsidiary coins; or, as up to the «*!•. ;>f thJn the 

tliese dollai-s was 27.215 grains, a weight sensiblj greai 
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Mexican dollar, tlicre was still a profit in exporting? tlioin to (’liina 
for melting, so that it may Iw estimated that the $13,140,171 of 
that weight which were coined have disiippeared from circulation. 
The quantity of liioney which remains in tlu* country a))pears. tlnm. 
still insufficient, taking into consideration the importance of the 
population and the habit of hoarding, whicli mnains among the 
Annamites. 


16)TRANSLATION OK AN ARTHTAO KNTHT.KD “ LA WK FINANCnORK ’ 
FROM THE REVUE I^CONOMIQUE INTERNATIONALE OF MARCH. 
1904. 

Tlie year 1903 added still more to the monetary tliscrodit of silver 
111 spite of certain anpearances, and in spite notably of the better sup- 
port of the price 01 the wliite metal on the London market. Silver 
was ruling still, in fact, without exception, as a monetai'v standaial 
throughout the Far East, India and Japan excepted, when at the einl 
of 1902 the measures taken by Siam were accompanied in the neigh- 
boring colonies, and even in China, by a movement of n'form in tho 
monetary systems whicli has continued throughout the year 1903. 

By a decree of November 25, 1902, the Siamase Government had by 
implication substituted gold for silver as the base of the monetarv 
system, by giving to the tical of silver a fixed rate of exchange in rela- 
tion to tlie pound sterling. It was doubted at fii-st whether the reform 
would be seriously followed up. Would the Siamese Government lie 
111 a condition to mmntaiii the rate adopted? Such a question was 
^itainly justified after all the difficulties which were felt in India by 
England to carry out such a reform after 1893. But the Siamese 
Government proceeded cautiously, raising only gnidually the nominal 
value of the ical. Representatives of the banks led the (Jovernment 
to adopt in the fii-st place the rate of 20 ticals for a pound; tlieii the 
price of silver having improved little bv little, this rate was without 
yifhcultv carried to 18^| ticals ncr pound on the llfh of March, and to 

wLh too P limit of 17 ticals per pound, 

winch the Government proposes, for the jircsont at any rate, to reach 

r efinitively. The legal ratio of gold to silver will Ik. found, Bie.T to 
have been raised from 1 to 40 to about 1 to 34. ’ 

Fnlr^i Siamese reform was made public tho 

xvPff Goyernmeiits each created a eoinmissioii eharired 

w ith studying the question whether the time were ojiportune to biw 

about a like reformation in the monetary systems of their denend^ 
encies nearest Siuni, the Straits Settlements and tho Malay States on 
the one hand and French Indo-China on the other. ^ 

onih ; London, went into a thor- 

^ different interests affected. The results 
ere published in May, 1903. After having cleverly freed Tts ha d^ 

ipipsiiii 
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Nevortholoss. the commission conchuled prudently in these words: 
“ VCo do not believe that a gold standard ought to be imposed on the 
Straits Settlement against the will of the Government and of the 
population, but we think that the Government of His Jlajestv ought 


siaiuiarci lo me goui siaiuiard. in view or this eventuality, the 
commission indicated besides what steps tlie reform policy should 
follow. It would be suitable to create a special kind of a dollar for 
the Straits, exclusively coined by the State, and intended to circulate 
at tii*st concurreiitlv with the trade dollars and the Mexican dollars. 
Then these last moneys would be gradually eliminated from the circu- 
lation and their use jirohibited. Finally, a fixed rate of exchange 
would be adopted between the pound and the new dollar. The Gov- 
ernment would make secure the maintenance of this jiarity by a policy 
similar to tliat followed in India. The suggestions were,' in fact 
adopted in Septemlier by the Government of the Straits and were 
extended to tlie Federated Malay States. The first shipment of the 
new dollar arrived in the colony on the 3d of October. 

The results of the work of tiie commission appointed in France on 
tlie Olh of December, 1J)02, to study the monetary system of Indo- 
Ciiina have not been published. However, from information col- 
lected by i’Oj)rcscntcitivos of pcirlirtiiuMitury coiiiiiiittoes. us well ns by 
certain journals, it is clear that its eonclusions have been substantia lly 
the same as those of the English commission of the Straits Settle- 
ments. It appeared that the stabilization of tl.e rate of exehange of 
the dollar (piastre) at a fixed value in gold was desirable, hut that 

cei-tain preparatory measures ought to 1 h‘ taken first. 

..ary to extend the circulation of the French ilollars. to substitute thein 
little bv little for the Mexican dollars, and hnallv to piohibit the usi 
of the ialter. Only tlien could the gold standard, in terms of the la\\ 
aJ introduced. This policy, furthermore. >1^ 

mere plan; they have purchased silver: they are eoinmg ne^^ dollais. 
The first part of the programme is kmig put into ettett. 

4. COINAGE, CURRENCY, AND EXCHANGE. 1903. 

(I.T0in tho mman r.n.mclal slalcn.-nt tor IIMM-r., InJlan ofllco. March i.'l. lOOJ.I 

lO Diirint: tl.e veai- i.ow lo a .-lose <mr coinage 

have be™ oiTa vei'V large scale, an 3 the issues o new n'P™'-. ' ' ; 

intr recoinan-e of williilrawii issues, have amonnted to no less 
ing icco ,,,0 j .,ihlition to which ive coined for iiatni 

:;X“r,5eel viiii." of R- 

coinage during the last four years : 


1000-1901 — - 

1901-2 1L27.22.1>.S) 

1-I.07,0(.UOU 

1003-4 (11 uioiiths only) * . 


nnjMVS. 

17. M.70. :u.s 
Lo-yjo. luu 


cereals and seeds, me aemanu> .-i V‘“' ^.sources 

what earlier than usual, and the stiain Tonnarv fuHv s>-^ 

height toward the close of the fii>t week of January, lui y 
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seven weeks before Ihc usual jieriotl. A eerlain nervous anxiety pre- 
vailed for a time in financial circles, parlicularly in Calcutta, induced 
by the rapid and unusually early decrease in tlie stock of silver coin 
held in the currency reserve, which fell on the 7th of January to so 
low a figure as 11 . 7,50,70,000. Although the strain came, as'l have 
pointed out, unusually early and surprised manv, government had 
taken measures in good time to meet possible diflicurties, and within 
one week from the date of low-water mark— that is, by Januai-y 15— 
and notwithstanding tlie continuance of verv heavy demands, we 
added approximately a crore to the amount of rupees in tlie currenev 
reserve, and by the end of February wo held in the currenev r(‘s<>rve 
approximately 10:| crores. or about :ij crores more than on Januarv 7 
In this connection I may mention that the withdrawals of i-upees 
from the currency reserve during the single month of Decemlier 
amounted to no less than R. 4,05,23.000. The nearest aiiiiroach 
hitherto to this extraordinary figure was in Januarv. 1003, when the 
withdrawals reached K. 3,77,17,000. 

21. I submit a table which I think will bo found of interest, show- 
ing month by month the gain or loss in the stock of rupees held in the 
currency reserve during the last four years, such gain or Ios.s being 
calculated without reference to the additions which have been imule 
fiom time to time by new coinage. It will be observed that the total 
loss during the period has amounted to approximatelv 21-7 crores 
and I may mention that the amount of new rupees coined for govern- 
inent. exclusive of recoinage of withdrawn rupees of 1835 and 1810 

mils I* '" t”’"' to approximiitolv 2 (l.i 

mios. Ihe withdrawa s of rupoes from the cmre.K’V reserve <lo 

sw Int'tl’ 'villi tlie nmounts'of new coin- 

age, but there ill, ni existing circumstances, be a certain general eon 

s:r:..Sd'irH^ "■'frorn'T 


been allowed for in The foiio;h;;‘^;ic„“ 


[In thousands of rupees.] 


Month. 


April.... 



Jnno 


ISW-IDOI. 


Jwly 



September 

October 


Norember 

DdcombAr 

^noary 

«bmAT7 

iforch 


A Tptal sain or loss 


R«t gain or loss 


- 2, 21. 73 

+ 10.37 

+ 1,00.13 

- 6S,40 

- 2,00.69 

- l.W.Sl 

- 1.90,4:1 

- 1,03,08 

- 

- 2.{M,44 

- 2,04,06 
+ 1.02,98 


- 12 , 96,11 


+ 3 . 73,69 




- 9 . 22,42 


1001 - 2 . 


- 1 . 77,82 
+ 17,84 
+ 2 , 59,88 
+ 61,80 
80,48 
77.73 
76.55 
2,93 
- 1 . 95.18 
- 83.00 
- 1 , 10,69 
+ 84,51 


+ 

+ 


- 2 , 82,10 


+ 1 , 16,58 


- 1 . 65,61 


+ Galu. —Loss. 


1902-3. 

1908-4. 

Avomge. 

- 85,07 
+ 45,60 
+ 1,57,57 
+ 91.34 

- 53,18 
-1,09,34 

- 47,60 

- 88.ffi 
-2,14,29 
-3,77,17 
-1,93,86 

- 3,14 

- 2,14.76 

- 18,26 

+ 91.55 

+ 21,62 
-- 1,15,00 

- 2.25, n 

+ 12.;fl 

- 1.97,82 

- 4.U>,23 

- 2.12.86 
- 2,02,10 

-1,74.79 
+ i:i.K7 
+1,52,81 
+ 23.97 
-1. 18,84 
-1,51.84 

- 37,30 

- 96. .56 
-2.47.74 
-2. 19.52 
-1,77,68 
+ 04,78 

-8.n,49 

-H.66,83 

-9,80.53 

+8,07,25 

4 4,52.10 

+4.87.40 

- 70,24 

-10.14,23 

-5,43,14 
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'22. In anticipation of the heavy demands certain to arise as the 
result of exceptionally good crop prospects, we had already in the 
mouth of October commenced the j)urchase of silver and the coinage 
of rupees, and when the crisis came we had considerable stocks of 
bullion both in the mints and in course of delivery from England, 
while further parcels were under ordei^s. I think that it is not 
sufticientlv recojrnized bv the banking and commercial comnuinitv 
that a low stock of rupees iii the currency reserve, which might give 
some reasonable cause for apprehension in the absence of preparations 
for a rapid increase should necessity arise, is not an indication of 
danger when such preparations have been made as on the i)resent 
occasion. Danger point when there has been no prep'ision and no 
pre[)aration is not danger point when all due precautions have been 
taken to meet a strain. 

2>^. Ill c(Hinection with the large coinage during the last few months 
I think I should take this opportunitv of expressing my warm ai)pre- 
ciation of the manner in which the mint masters, and all thosi* respon- 
sible for the conduct of minting o|)erations, have worked to satisfy 
public rec|uirements and to maintain the higli reputation of the mint 
staff. Work at the mints is conducted under many difficulties, owing 
to the fact that when coinage operations were resumed some four 
vears ago, after a long period of comparative idleness, the machinorv 
and appliances were found to be in many respects inade(iuate and 
unsuitable to meet the strain of very much work. Proposals have been 
under consideration for the establishment of a combined mint \\ith 
new macliinerv, ami with all the latest improvements, but various 

objections Iniv'e Ix'd iniscd to tl.e scheme, and 

Staff are to be congratulated on their success in coping >\ith the dim 

ciilties arisinc^ from the imperfections of existing 

n as was tl.e sale of conned <b-afts d.inng the yea.- 1)02^5 

Irold np to the end of iH-hnnu-y reached a figure approximating - 

"‘The':.:-:C^:?'of stat..., hy.his,drarn..gs. and <1- 

Ind 
the 


to admit the direci 'V^r. . , 1 , (Jovernment has every 

i„ all circumstances im^et special business and 

..ight to oxpect that those who ma^jt^ their ^ 

derive a profit from hnam „ t jrp„,e„|s. and make due 

heforehand what are i.Ueh to a tue 1 side. 


been cons!;;e?^d s.ifliciel.t to ijj. ,„a„sn..s to ename.a 

“Ll^iluln'u:'!::' -de lh.Sr w.t..oi.t the nsk of de.ay 

importing silver bullion for coinage 
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As regards the events of the last few months I may j>oint out tluit 
opinions in the most competent financial circles in India were by no 
means unanimous in anticipating the great demand for coin which 
lU'osc, As late as December 15 none of the presidency banks had found 
it necessary to raise their rate above 4 per cent, and (his rate is pri- 
marily dependent on the rates at which inoney is being oft’ered in the 
open market; by JanuaiT 5 all the presidencv banks liad, how(‘ver, 
lieen obliged to raise rates to 0 jier cent. Tills very rapid rise does 
not appear from tlie figures before ns (o have l>een in anv way due to 
low balances held by the presidency banks at (he beginning of the 
peiiod of jH'cssure. It was caused by the extraordinary ti’ade 
demands which the presidency banks alone appear (o have lieeii in a 
position to satisfy, and I have not heard of any case in which acconi- 
modation was refused to regular customers when good security was 
forthcoming. Similarly, Government showed no hesitation through- 
out the crisis in exchanging gold and notes for rupees when 
deinanded. I must insist on the fact that the currenev reserve is 
maintained for the purpose of securing the stability of the note circii- 
ation and e-xchan^ing sovereigns, and as long as all obligations in 

frmn Us reUur^^^^ * fm-ther assistance 

i.4,810,(30 to £G, 382.200, of which amounl .t:(;.37(b:»00 are invested in 

consols, the national war loan, and local loans stocks. In addition to 

these lesources the last returns show a sum of £10.404,550 held in gold 
in the currency reserve. ^ ‘ 

20. Our c.xchange operations, ns indicated bv the rates obtained 

in" 'rcar'^' T1 T™ ‘‘“V"’"''-'’ 'loi’inK the elos- 

rate for tlie rupee for 

prel"ding yrarsf ■ below for the four 

1809-1000 . 

1000-1901 

1002- 3 - laos? 

1003- 4 (estimat^i 1C. 002 

- - 16.053 


I’oaco. 
lU. (Mm 
1.5. 073 
15. 0S7 


5* STABILITY IN PRICE OF SILVER. 

[Letter from clialrman of English commission.} 

9 Throgmorton Avenge, 

October A 100'. 

I hope will give von the ?n?nrn f' AI»i’eh (?, 1900. which 

think you wiCsene Son tt which you desire to have. I 

«pss. K'biS; s 

S. Doc. 128, 58-3 32 
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I should lucntion that the figures given regarding the first and 
second purchase ditler slightly from those published on page 350 
in the report of the Commission on International Exchange, which 
included not only the bank's charges, us stated in the report, but also 
freight and chai-ges incurred in carriage to India and brokerage in 
London. The figures given in the memorandum synt herewith repre- 
sent in all cases only the sums paid by the bullion brokers for the 
silver. 

With kind regards, I am, voui*s sincerely, 

Jas. L. MacKay. 

H. H. Hanna, Esq.. ChainnatK 

on I nienwiional Exvhnnijc of the ^ ^ . 
inUed ^iatc^ of Amcrka. Indianapolh^ Ind.. I .S. A. 


SILVER I’T'IU'IIASED IN LONDON FOR THE GOVERNMENT 01 INDIA. 

Firit 50, •2fl7,-224 ounces of silver wore purelwsecl be- 

tween March (1, li'OO. and March 20, WOh at a cost exclusive of 
charges made bv the Bank of England and of brokerage and minor 

charges.of tn,062.Sl(1.12.1, i.e..2tiail-F>-n;''‘"^^^^ . . 

The averaL^e price per ounce of each installment was as fol 


Iu5tiiUment. 


Date of ]mr<.‘bftSO. 


‘ SterliDg valuo of Number of ! nfjcewr 
I silver. ounces. ' 


Mnr.6,o5Iar.SJ,lTO ; » '! 

Apr to May 
Mu 


Fii*st 

Sd' " 

Sopt.5t«S.‘pt.i:.aiip 

slVenth : c)ct . -20 to o.-t . ^2- lu;! 

tjjfiith Nov. 28 to Doc. I 

Dtx:. lU VMl to Jan. 4, 

TeStil:;’.'..::. 


6U'.^ 
W),tW 

miKw 
.msw 

'jm.nh 

riiii.2iK 

12 

.W.209 11 


s. 

11 

m 

I 

6 

8 

5 

5 

1 

II 

11 


d. 

H 

5 

\) 

H 

0 

4 

0 

■V 

11 

2 

1 
4 




f^weirthr..;.::;.; : Feb.auoMur.aj 
Total 


4.:«!U,84.'> 

4.:M7.i*;a 

4.i'i".'^a 

4,»*i:.a« 

4 ,IK», 51 I) 

4.125.»l 

4.!M7.«577 

s.lio.f'T:! 


OUDCO. 


Pe7io'. 
27il 
27 
27. 
27 
2Si 
iS*i 

a)i 

)»il 

29ft 

2»A 




5n.2lt7.2M 


gi! 


2^11 


.Sccoin/ /nor/m.w..-i.l88,8 0 ounce u F'" ' ' . 

riiarv 28 and March Kh I'T'., i’ ' of KlOO.Mo.l.B, i. e., 
charges and of lirokerage and niinoi chaise.. 

:::;l;^c{:vg“a;id ;:l 


tenibei 
bank 
i. e., P^‘^* 


,)f each installment was ns 


The average price tier ounce oi e.Ku 


a » * - 4 

InstalUnent, 

— -- — — t 

Dato of purchat© 

Storlin»valueof 

silvor. 1 

NumN*rof 

ounces. 

4 . 4116 . 6 M 

4 . 2 fi 2 . 01 « 
4.4.11. 7«» 
4.rt!7.60f‘ 
4.»ai.i'l" 
4.4;.VtH' 
4.4i«.:a-'* 
4 .:>i 2 .W*‘ 


X f. it- ' 

mion H 0 

6ai.U87 tt « 
6aM22 16 8 
IIW 6 9 
SUll.lWl \h 5 
flii.nii » ‘ 

1 R 

WI.IIM 11 2 

First 

Sept.lStoOct-2.a«« 

‘Ht.tltoO^.a, UNH -•■ 

'Third 




Dec. 12 to De^-. ' 

21, to Jan 4, r.x^ 

Jaii.ot<^.Tnn.1J;l»« 

; Jan. 11 to Jan lO.lWM 

Fifth 

Sixth 

Seventh 

Eighth 

r eu. lo xe i vu. • • 

- 47«>.7i« 11 1* 

;^^ti62.KC> 


Total . 


Value 

|HT 

ounce. 


pruCf^ 

2:41 

2SA 

%\ 

271 
ai) 

27. 
271 

2^1 
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Fourth pinrhme. — 18.5500,044 ounces hfive lK*en pnrelinsofl between 
May 'Z and August 27 at a cost, exclusive of tlie bank's cliarge and 


4'he average price per ounce of each installment has been as follows: 

Installment. 

1 

Dato of purc*hasi\ 

1 

SUTiiOK value of 
silver. 

NuinlMTof 

OUIXM'S. 

Value 

fwr 

ounce. 

First 

Second 

Third 

Fourth 

1 

May2toMay2n, IflOt 

May to Jmy4,lffM 

July 4 to July 20.1001 

Jiitv An^ 97 lOTU i 

£ M, d. 

fiOO.^a) 2 5 

2 ir» 

8 8 

fiOOJ42 10 11 

i 

4,504.010 
4. ,523, 047 
4.40^J.K^ 

• 

/Vnre. 

2r,ii 

m 

ISit 



Total 


2,000,407 13 10 

IK,. 'flu, cm 

2»U 


6. PIXLEY & ABELL’S ANNUAL CIRCULAR, 1904. 

Excepting during Juno, July, and August, the continental 
demand prevented any purchases of ()ars bv the Ibink of England. 

Early in the year Paris bought largely and continued to do so until 
June. Our own market not being able to satisfy l■(•(luirelnents, con- 
Mderab e shipments were made from New 'i'ork* direct. In August 
Eerlin became a keen buyer, presumably on Kussian account, and at 
one tune as much as 78s. ^d. was freely paid. Sovereigns were also 
taken from tlie bank, as it paid to take them at these rates. This 
demand for gold continued until the end of tlie year. 

. Egypt in tlie latter part of the year was a hea\S' importer of sover- 
eigns, and, in addition, part of the coin shipped' from Bombay was 
stopped there en route to London. 

a ^ increase ,.n<l m.ve 

a total ^ 0 *’ year of £16.000,000, as compared with £13.800.000 last 
jear and £lo,800,000 in lSi)8, the best total previously. 

Uiidon.'part of which 
was allocated to the purchase of silver, and the large increase in 

^ f England may be attributed to tliis cause. 

West Africa showed a further advance, but not nearlv in tlie same 
proportion as the previous year. ' ^ 

Heavy sums were sent repeatedly to the Argentine Kepnhlie. nar- 
ticularly during the last few months. pmun., pai 

’’""I' Jnnuarj' 1. and was lowered to 

‘ l/l!” rY ‘ f ''"'S of 3 t'nc, |.er cent. ° 

ftlrcr.— The predominating feature of the year has amiin been the 

large purchase.s made on behalf of the Indian goyernment The^ 

carried the price early in the year to over 27 d and wUnn »i ' 

teinporarily ceased tfie price‘'did not gre'tly fl.n cas silver ^ 

bTlate? UY oft? 2 nsot; especi^uTi“'S;^‘^ 

iSsig&iiSsI 

recovered to 2tid. In Augustthe kdiaSoVrilet oS^ rcS 
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nienccd, and, with occasional pauses, these continued to the end of the 
yea r. 

Sales by China had at times a somewhat flattening effect, but this 
was more than •.•ompensated for by the falling off of the Americjin 
supply, owing to the requirements for the new Panama coinage. 
^^hicll absorbed about 1,500,000 ounces. The forward price, under 
pressure of b(*ar sales, showed a wide difference early in the year, 
but closed up to within a fraction of cash in April. In September 
renewed forward sales again caused llie difference to widen, and 
from then this averatfed about pi. till the close of the year. 

In !s^ove!nber the Me.xican Congress passed a bill closing the mints 
to tlie free coinage of silver, with a view to gradually raising the value 
of the Mexican dollar to half that of the United States dollar. So 


far this measure has had no influence on the price 
The war in the Far East has led to a large demi 

* . .f . _* 1 ..I I vl A 0^0 \'\ 


of silver. 

me war in me rar rjasr nas leu lo a laige demand for silver, both 
in Shangliai. where considerable purchases have been made, and also 

in San Francisco for Mexican dollars. n .--nn 

The Spanish Government toward the close of the year sold l(,yOU 

kilograms of surplus silver. 

The average price for the year is 26^d. , i i 

Mexican Large amounts continued to he shipped here 

from the Straits, hut ceased before the end of Jamiary. luither 
importations of the coin into Manila wore stopped on Jannary 14. 
Japan boiieht large quantities in San Franci^o. bnt, as a rule, the 
qno^tation tre re.luncd more or Kyes nominal nntd October, when 
further shipments were made from China to 

On the annoimcement of the passing of a 1 11 " 
the dollar on a fixed Pasis, the price rose " -Ik j. """.K-e 

that were araihible here "cre at once . hq p 

advantage of the ,o Jlexiean dollars per 

kilogram 'hasten plac’ed on all .I'^firofThe LZ 

- coin dollars for export 

as required. ,, . jiullion Broken. 


London, December JJ^ lOOJf. 


Appendix O. 


STATISTICAL DATA. 


Production of gold and silver hi the world niuce the dhcovery of America. 


(From I'laa lo ISW is from a labl« of averages for eertaiii i>erio(ls, compilcil by Dr. Ailolph Soetbeer 
For tlie year 1886 ami since the production Is the niiiiuul estimate of the Bureau of the Mint.] 


rerio<l. 


Gold. 


Average annual for periml. 


Total for period. 


14t»-ir>20 
I 02 I-I &14 
1M5-16CU 
I5C1-1.5S0 
15SI-1C00 
1601-1G20 
1&2I-1&10 
lOlt-lGtiO 
1CC1-16SU 
1C8M700 
1701-I?20 
1721-1740. 
1741-17C0 , 
1761-1780 . 
17M1-1800. 
1801-1810 . 
1811-1820. 
1821-1830 . 
1831-1840. 
mi-ig.so . 
1881-1865 . 
1856-1860. 
1861-1865. 
1866-1870 . 
1871-1875 . 
1876-lSSO . 
1881-1885 . 
1886-1890. 
1891-I895-. 

1896 

1897 

1898 

1899 

1900 

1901.... 

1902 

1903 


Total 


Fineoiiiiees. 


186,470 

230,194 

273.596 

219,906 

237.267 

273.918 
266.frl6 
281,965 
297.709 
:M6,095 
412. 163 
613.422 
791.211 
665. 666 

571.918 
571.563 
367,957 
457, (M4 
652,291 

1.760.502 

6.410.324 

6.486,262 

5.919.582 

6,270.086 

5,591.014 

5.613,110 

4,794,755 

5.461,282 

7.882.666 

9,783.914 

11.420.068 

13.877.806 

14,837.775 

12,315.135 

12,625,527 

14.321,360 

15,747.378 


Value. 

$ 3 . 8 ^ 5.000 

4.7.59.000 

5.656.000 

4.516.000 

4.905.000 

5.662.000 

5.616.000 

5.828.000 

6. 1.51.000 

7. 1.51.000 
8, .520, 000 

12,681,000 

16.356.000 

13.761.000 

11.823.000 

11.81.5.000 

7.606.000 

9.448.000 

13.481.000 

86. 893. 000 

132.613.000 

151.083.000 

122.989.000 

129.614.000 
11.5,6n.000 

114.686.000 
99, 116,000 

112.895.000 

162.917.000 
202,2.51,600 

236.073.700 

286.879.700 
S06.724, 100 
251,576,300 
260,992,900 
296,018,800 
325,627.200 


Fine ounces. 


5,221,160 
5. .524, 656 
4,377,M4 
4.398,120 
4 . 74 . 5 , 340 
r>. 4*8,360 
5,336,900 
5,639,110 
6.954.180 
6.921,895 
8.243,200 
12.268,440 
15.824,230 
13,313,316 
11.438,970 
5.716,627 
3.679,668 
4.570,444 

6.522.913 
17.00.5,018 
32.051,621 
32,431,312 
29.747,913 
31.350,430 
27.956.068 
27.716,660 
23.973, 773 
27,306,411 
39.412,823 

9. 783. 914 
11,420,008 
13,877,806 
14.837,775 
12.315,135 
12. 625, 527 
14,321,360 
15,747, 378 


Value 


529,062,914 


Period. 


1493-1520 

1621-1514 

1546-1600 

1601-1680 

1581-1600 

1601-1620 

1621-1640.... 

1641-1600.... 

1661-1080... 

1681-1700.... 

1701-1720.... 


8107,931.000 

114.206.000 

90.492.000 

90.917.000 
98. 095,0110 

113,248,1100 

110.324.000 
116,671.4X10 

123.081.000 

143.088.000 
170, 4UU,UU0 
263.61I.UU0 

327.116.000 
276,2n,IKW 

236.464.000 
118, 152,4X10 

76. 063. 000 

61. 479. 000 
15i, 841.000 

863.928.000 

662.566.000 

670.416.000 

614.944.000 

648.071.000 

677.883.000 

572.931.000 

495. 582.000 

564.474.000 

814.736.000 
202,261,600 

236.073.700 

280.879.700 
S06. 724, 100 
251,676,300 
260,992,900 
296, (M8, 800 
826,627,200 


10, 918,899,300 


Silver. 


Annual average for period 


Total for period. 


Pine ouDce& 

Coining 

value. 

Fine ounces, 

Coining value. 

1,611.050 
2,899,930 
10,017.910 
9,628,925 
13.467.635 
13.696,235 
12,654,240 
U. 776. 545 
10,834.550 
10.992,085 
11,432,510 

$1,951,000 

3,740,000 

12.952.000 

12.460.000 

17.413.000 

17.679.000 

16.861.000 
16,226,000 

14.008.000 

14.212.000 

14.781.000 

42,809,400 

69,698,320 

160,287,010 

192.678,600 

269.362.700 

271.924.700 

258.084.800 
236.530,900 
216,091.000 

219.841.700 

228.650.800 

$54,703,000 

89,986.000 

207.240.000 

248.990.000 

848.254.000 

851.679.000 

327.221.000 

301.625.000 

280.106.000 

284.240.000 

295.629.000 
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Production of gold and silver in the world, Wc.— Continued. 


Period. 


1741- 

1761- 

17SI. 

1^U1- 

IKII- 

1^21• 

IKU- 

m\- 

IKM- 

1S.V>- 

lK6l- 

iHWi- 

IJ<71- 

1876- 

l^M- 

ixs;- 

iKyi- 

1SU7 

18^W 

isyy 

IWO 

PJM 

\W2 

1903 


1740 

1760 

17S0 

ISiiO 

ISIU 

IVJO 

IS^O 

IKIO 

Is'lO 

18 .VI 

i84;o 

Into 

)S/5 

IHNU 

\S<> 

1890 

1895 


Silver. 


AtiDual average for 
period. 


Total for period. 


Total 


Fine ounces. 

Coining 

value. 

Fine ounces. 

Coining 

value. 

13,863,080 

817,924,000 

277.201,000 

$358.4SO,OCO 

17.140,612 

22,162,000 

342,812,235 

443.232.000 

•20,985,591 

27,133,000 

419,711,820 

M2. 658,000 

28.261,779 

3(j,SiO.OOO 

665,236,580 

730.810.000 

28.746,922 

37, 168,000 

287,409,22.5 

371,677.000 

17.38.5,755 

22,479,1100 

173,8i57,555 

224.780.000 

14,807,004 

19,144.000 

148,070,040 

191J44.U00 

19,175,867 

24,793.000 

191.758,075 1 

247. 930, out 

25.090.312 

32,440,000 

260, 903, 422 

824. 400,000 

•28.488,597 

36,824,000 

142,442,986 

184.169.000 

29,095, 4*28 

37.618.000 

145,477, 142 

188. 092. 000 

35,401,972 

4.V 772, 000 

177.009,802 

228,861.000 

43,051.583 

65, 063,000 

215,257,914 

278.813,000 

63,317,014 

81.8(H.UOO 

310,685.069 

409,322.000 

78, 775,602 

lOl.&Sl.lAlO 

393,878.009 

609. •256,000 

92,003,044 

118, 9.55. 000 

460,019. 722 

r)iM.773.UJO 

108.911,431 1 

140, 815. (KMI 

544.537. IW 

701.074.000 

157, .581, 331 

203, 742, Oo-l 

787,1100,6.56 

1,018.708,000 

1,57.061,370 

203,009.200 

157.001,370 

203,069.200 

160. 4’2l,082 

207,413,000 

160, 421, 082 

•207, 113.000 

169, a55, 2.5:4 

218,576,800 

169,UV),253 

218.676,800 

168. 337, 453 

217.&J8.200 

168.337,453 

•217.tH8.200 

17:1, .591. 3<H 

224,441.200 

173.691.361 

224, 441, •itX) 

173,011,283 

223, 091.300 

173,011,283 

223,691.300 

261. :m. 339 

208 , rm. 000 

101,3.34.339 

•208.59i.WJ0 

170,443, 670 

220.371.000 

170, 443,670 

220,37l,C4)0 


9.333,320,311 

12,007,323,300 


Period. 


1493-1520 . 
1521 -I VI 4 . 
1.V1,V1.V4J . 
1561-1580 . 
LSsMOOO. 
1601-1620 . 
}62Mtl40. 

lon-iooo. 
p^;i-ii;ho . 
KkHi-noo. 
1701-1720 . 
172M74U. 
1741-1760. 
176M780. 
1781-1800 . 
lNOl-1810 . 
1811-1820 . 
1821 -INW . 
1K11-1J!^I0 . 
IHIl-l^iO. 
1851-1855 . 
1h56-1n60 . 
Wil-1865 . 
lNk>-l870. 
1871-1875 . 
1876-1880 . 
1HK|-18K"i . 
18841-18W . 
1891-189.5. 
189ti 

1897 

1898 

1899 

1900 

1901 

1902 

1903 

Total 


Percentage of production 


By weight. 


By value. 


Gold. 


11 

7.4 

2.7 

2.2 

1.7 
2 

2.1 

2.3 

2.7 

3.1 

3.5 

4.2 

4.4 

3.1 
2 

1.9 

2.1 

3 

3.3 

6.6 

18.4 
18.2 

14.4 

12.7 
8.1 
G.C 
5 

4.8 

4.8 

5.9 

6.7 

7.6 

8.1 

6.6 

6.8 
8.2 

8.5 


5.4 i 


Silver. 


89 

92.6 

97.3 

97.8 

98.3 
98 

97.9 

97.7 

97.3 

90.9 

96.5 

95.8 

95.6 

96.9 
9H 

98.1 

97.9 
97 

96.7 
l»:i.4 
81.6 

81.8 
S5.6 

87.3 

91.9 

93.4 
95 

96.2 

95.2 

W.l 

91.3 

92.4 

91.9 

93.1 

93.2 
91.8 

91.5 

91.6 


Gold. 


66.4 

55.9 

30.4 

26.7 

n 

24.4 
•25.2 

27.7 

30.5 

33.5 

36.6 

41.4 

42.5 

33.7 

24.4 
21.1 
25.3 
33 

36.2 

62.9 

78.3 

78.1 

72.9 
70 

58.5 
53 

45.5 

41.5 

41.4 

49.9 

53.2 

56.8 

58.5 
53.2 

52.7 

58.7 

59.6 

47-6 


Sliver. 

33.6 

44.1 

69.6 
r3.3 
78 

75.6 

74.8 

72.3 

69.5 

66.5 

03.4 

58.6 

57.5 
66.3 
75-6 

75.9 

74.7 
67 

01.8 

47-1 

21.7 

21.9 

27.1 
30 

41.5 
47 

M.5 
NV5 
55 6 
50-1 

46.8 

43.2 

41 5 

46. ,H 

47.3 

41.3 

40.4 

Ha 
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WorhV $ profhwtion of gold and silver for calendar ijeavA 1900^ J90J, 1902^ and 190S. 


Country. 


Gold. 1 

* 

Kilo- 

grams 

(Hne). 

1 

Ounces 

(hue). 

Value. 1 


190U. 

Kilo 

grains 


Silver. 


Nurth Amcrim: 

UnllcHl Stales 119 , ViC 

Mexico V4M2 

Caiin<lii 41,1151 

Afrlcn la.OIH 

Aiistmiusia 110,691 

Kuritpc: 

Kuwmi 30.312 

AusiriU'H angary .. 3,223 

Germany W 

Norway 

Swt‘<len M 

Ilnly 63 

Simiii 13 

Portugal 3 

Greece 

Turkey «*21 

FinluiHi I 63 

Fniiicc ' 

Great Britain : 416 

South America: 

Argentina (Mi 

Bolivia loO 

Chile 2,449 

Colombia l, 7 iw 

&*iiH<ior 102 

Brazil 4,170 

Venezuela |S 3 

Guiana (British)... 3 , 0(»3 
Guiana (Dutch) ... 6 ^ 

Guiana (Freucn).. 2 , 37 K 

Peru 1,033 

Uruguay 40 

Central America 752 

Asia: 

Japan 1 ,« 0 h 

China 8 , 3 .s 7 

Korea 0,771 

India (British) .... 14,197 
East Indies (Brit- 

Wi) KOO 

£a.st Indies (Dutch) 


3,829,897 

43.^,375 

1,348,720 

419.503 

3,555,500 

974,537 
103.015 
3. 19i 


2, W5 
1,704 
418 
83 


ToUU 



383. 019 


13,3(XI 

2,112 
5, 780 
78, 73.5 
57, sot 
5.203 
134,200 
15, .538 
98, 487 
22, 439 
75. 46S 
52,498 
1,492 
24,188 

58, 127 
209, 0i?J 
217, ils? 
4.50.444 

27,013 
21, CM3 


2,609 


12.31Mi5 |2.^.5*G,aoO 5,^00,^1H 


SU.OW 

irj,r>in.3ivi !22^,•^n,•-‘oo iu7,C2i'>.4uo 


Conntrj’. 


Kilo- 

grams 

(line). 


Gold 

Ounces 

(line). 


Value. 


Norih America: 

UnUed Slntcs llS.3fi7 

Mexico l.i.47S 

( aiiRda 3(l.30.'> 

Africa.... 13,677 

Auslmliusja ll.V67y 

Europe: 

34,3S3 

Austria-Hungary .. 3,215 
Germany ......... 90 

Norway* 

Sweden ^ 

*»*•>• K 

Spam ni 3 

Portugal 2 

Greece 

Turkey 87 

France 

GrcatBrilaIn ! ’“'ns 

South America: 

ArgentJim 4.s 

Bolivia im 


.Sa%500 S7fi.66C,700 
4'J7,S27 10,2Ri.S0O 
Ui7.21G 24, lai.SOO 
429, 7(M 9.0S9,500 

719, OSO 76.8SO.900 

105,412 22,850.900 
103.363 2.136.700 

2,893 59.800 


1901. 


Kllo- 

gmnis 

(fine). 


1.717.7a5 

1.7JO,C92 

1<13,099 


Silver. 


Ounces 

(tine). 

Coining 

value. 

55.214,000 
57, 656, 519 
5,242,697 

871.387,800 
74, .54-5, 900 
6,778.400 


cial 

value. 


318,266 10,230.W6 13.226,700 ’“e’iii’ociO 


2,017 

257 

418 

63 


41,700 

5.300 
8,600 

1.300 


1,185 

63 


24,500 

1.300 


6.G2C 116,300 


“Olivia I 160 1 

o Estimate Bureau of the Mint. 


1,451 

6,786 


30,000 

119,600 


4,884 
62,118 
171,778 
6,161 
1,680 
30,000 
99,095 
0 119 
35,902 
13,362 
0 244 
11. 9M 
6,89’ 

1,405 

401,201 


156.993 

1,996.706 

5,521,648 

165,902 

58.9S6 


203,000 
2,681,600 
7,139. 100 
214, ,500 
09,800 


9W.333 1,246,800 

3,18.5,316 4,118.400 


3,790 
1,154,016 
429, 180 
7.513 
3.'M,263 
173,297 

45,166 


4,900 
1, 492, 100 
^,900 
10, 100 
496.800 
224,100 

58,400 


6Fignrc.« for 1899 repeated 


01,200 

1.198.000 

3.313.000 
99. 

32, 400 

678.000 
1,911,200 

2,300 

692.400 

257,500 

4.700 

230.600 

101.000 

27. 100 
7.795.600 


12,992,695 I 16.798,600 I 7.795 
v Figures for 1898 repeated. 
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World's producllou of (johl aud sihrr, f/^.— Continued. 


1901, 


Country. 


Kilo- 


fiKi 


UoM. 


Ounc<*s 


Sllvtr. 


Yiiluts 


Kilo* 

grams 

(tine). 


Oimoes 

(tine). 


Sooth AiiitTica— ('on. 

(‘hill* IJM 

t'oloinliia *(,2lo j 

Kcuador lti.> 

Hrazil -1. 176 

Venezuela isl 

<iuiiina (British) ,, *2A'M 

(iiiijtna (Dnteh) ... OtO 
(iuiuiin ( French) .. 

Peru N>S 

I'fuguuy 17 

CiuKral America i>t*3 

Amu: i 

Japan l,S(w 

c’jiiiia 

Korea 1,514 

Imiia I British ) 14,133 

luust Indies (Brit- | 

ish) l/.W 

VmsI Indies (Dutch)' 7is 


r>i.c*>(; 

13:».513 
5,321 
]34,2t;0 
15. .533 
KTi, 701 
19.G21 
96,750 
27 ,k>5 
1,530 
30,974 

53,127 
439, >01 
lln.m 
4W.527 

41,635 

24, (M2 


?1. 067, 200 
2. .SOI. 300 
110,000 
2,775,400 

321.200 

1.771.600 
405. (XM) 

2,000.000 

575.200 
31,700 

G40,300 

1.201.600 
9.091,500 
3,000.000 
9,395,900 


287,926 

58.537 

<1240 


9.2«,130 

1.881.649 

7,?34 


Ckiining 

value. 


110,965 
<1 25 
27,365 

053,809 


861,700 

497.000 


3,465 


Total ,392.705 12.625.527 >60,992.900 , 5.382, 3i;9 


3,566.868 

MX) 

879,666 

1,729,603 


$11,966,200 
2.432.800 
10,000 


Commer- 

cial 

value. 


$.5, ^,100 
1,129,000 
4,600 


4,611,700 

1,000 

1.137,400 

2.236,300 


111,377 


144,000 


173.011.283 ,223.691,300 


2. 140, 100 
fiOU 
627,800 

1,037,800 


66.800 


103,806,700 


1902. 


Country. 


North An)cri(*a: 

IMiited StHle^^ 

Mexico 

('juiiida 

Africa 

AUHlralasia 

Kurcipe: 

Itiissiu 

Austria-Hungary. 

ticrniuny 

Norway 

Sweden 

Italy 

St>«m 

I'ortiigal 

(ireeec..* 

'fnrkey 

Finland 

France 

<»reat Britain 

South America: 

Argentina 

Bolivia ' 

rhile 

Coloiiihin 

Kcuad<ir 

Brazil 

Venezuela 

(iiiiaiia ( British) . 
rpiluna iUuleh) .. 
(;u)ana (Fnuieh) . 

Peru 

Cnigtiay 

<\uitnd Amern a . 
Asia; 

.lafMin 

(Iiina 

Korea 

India I Briti'^h) .. 
l-juil Indies (Bril' 

Ka.s/liuiles(l)titelu 

Toliil 


1 

Kilo- 

gniios 

(tine). 

! Ounci*s 
i (line). 

Value. 

120, 373 

1 

1 S.STO.OOO 

SSO.OOO.OOO 1 

15,279 ! 

' 4'J \ , 

lO.lW.KlO 1 

32, 105 

i l.ltW.ltil 

21.S;W.71I0 

,5s 716 

1 1 , {w”. 77:J 

39. 023,700 . 

122.749 


M.57N.BIJO 

^ 33,905 

l.vjll. (k>3 

' 22. 53;». AOO 

3,267 

10.'.. UJ7 

2.171.300 

94 

a.irit 

02. •W 

:j 

1 ^ 

2. IKIO 

01 

1 3. Wi 


s 

2.i7 

.S.300 

15 1 

1 

10, 2W 

2 1 

(^3 

1.300 

1 

46 

1 

i.Wi 

30. iW 

2 

•-.3 

1.300 

1 

•• OJMk 


Silver. 


Kilo- 

gmms 

(tine). 


Ounces 

(tine). 


116 


3. 737 


4 I 


15 

1. 1’-i 

2 

•IH 

1.(X» 

3».2'VJ 

3.796 

1.-2.UU 

rx)! 

y.o7.'> 

3. 159 

101. w 

1153 

2o.y<» 

2.721 

4M 

S7. 491 
i:.,ri77 

:i.«vr2 

117.077 

3.'»00 

I12..V2."> 

87 

2.790 

3,012 

1M-..M2 

l.xx; ; 

' fi2.2.>9 

13, i;i8 

122. 401 

I.5U 

14.i, r2.’* 

11. \ 2S 

463.K.M 

i,rM5 

19, 

713 

22,y30 

+15. Pvi j 

11.3-’1.3ft) 


30.000 
1.000 
I’M, 900 
2,522.«X)0 
210.000 
2,tfJ9.900 
I3;t.8l)0 

1.8US.IU) 

3 ’ 22 ,aaO 

2 . 42 a. 2 iK> 
2.326,100 

57.SIO 

2 . 001 . 1«'0 

1.287.0'0 

8 . 73 l,NM 

3, uuo.wm 
9 .AS 8.100 

1.027.10(» 

4TIJM> 


131,387 

249'6W’ 

4,917 

178,032 
6, 4->2 
1,439 

:».ooo 

115,113 

118 

33,014 

14.019 

2)i9 

‘^1,250 

4.-551 

1.174 

279.011 

m.cm; 

.V>,2t‘»9 

210 

58 


132. (XVi 

21 

30,217 
12. 151 


.^5.500,000 

iX).l76,6tM 

4.223.3IM 

‘ 8 * 626 , 037 ’ 

15H.679 
1.8^,132 
5.?22.i>11 
2(X».413 
46, *246 
91 VI .339 
3.700.189 
3.773 
1,062,177 
480. .V6 
8,679 
747. :i.59 
146,289 

37. 720 
8,910.596 
1,717.300 
1,776,601 
7.736 

i.NSi 


4,*2»M.528 I 
7.V> 
971.3*20 


Coining 

value. 


i$7l. 757.600 
77,801. lUO 
5. 460. 400 


(Sommer* 

ciiil 

value. 


f29,415,(XM) 
:u,893. 600 
2.*2:{8,:5ii) 


i6‘377.‘lOO 4.253.MJ0 


20.5. 2tW 
2 , 4 ;r 2 .iw 
7,3W.00U 
^XK) 
59. 800 

1.246.800 
4,7M,ltiO 
4.9U) 
1.373.:W0 
621,301) 
II/.’OO ! 
XT»,300 ; 
189. ‘200 

I 

n.vj 7 .»«> ; 

2/.V7.tW> ■ 
lo.tW ) 

I 

2 , 40 ) 


,5,513.7i«) 

1.00 

1 . 2 .V\ 8 IU 

.Vi5,UU0 


Kt.BW 
X.C.OOO 
3, aw. 000 

w, too 

2t.:«) 

Ml.ia) 

l.xu.io) 

2.tU) 

."livl.tXJO 

•2H7tO 
(,('•00 
100 
77. :a) 

I.T.Vt.X") 
920. 84t) 

911 . 

i.no 




2 . 2 rii», AO 
till 
. 511 . Ml) 

207 , no 


iriii iii.'vi-j' '' 


l.l MM 


29l», Ols. Nt) 
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World^s production of (fold and i^Hrcr, etc. — Continued. 


1903. 


Country. 


Gold. 



Kilo* 

grains 

(tine). 

1 

()nnr(*s 

(line). 

Value. 


Kortli America: 

United Stales 

M ex lea 

Canada 

Africa 

Australasiji 

Eimipe: 

Ru.vsia 

Austriu^llungary .. 

Germany 

Norway 

Sweden 

Italy 

Spam 

I*f>rlugul I 

(■recce 

Turkey 

Finland 

France 

(ifcat Britain 

South Ainericu: 

ArgeiKlim 

Holivia 

Chite 

Colombia 

Ecuador 

Brazil 

Venezuela 

(luiana (Brilibh) .. 
(lUlana (Dundi).,. 
(■uiana (French).. 

IVrn 

Uruguay 

Cenintl America 

Asia: 

Japan 

China 

Korea 

India (Brilislu .... 
Kasl Indies (Rrit* 

ish) 

EjvI Indies( Dutch) 

Total 


110,731 

la.oiiii 

102.314 

37.003 


Kilo* 

gruins 

(flnc). 


3, rxW, 000 S73, 591, 700 , 1 , dS9, 270 
515, 524 10. 077, 500 2, 19:1, 249 
911,118 IH.KM.fiUO 97, OM 
3, 289, 409 57.998, 100 10. 077 

4.815,538 


1,191,582 

108,009 

3,412 

129 

1.510 

1,291 

202 


24,032.200 


20, 700 


77.300 


110,016 
4,087 
77,918 
18,183 
101,658 
28,609 
2, 491 
90,716 


30.000 

1.000 

666. 900 
2.724.400 

274.400 
2.274.200 
81. .500 

1.611.300 

375.900 
2,101.500 

f»92.600 

51.500 

1.875.300 


56,S8I 2.002,700 

351, 3:M 7,324,700 

115,725 3,000.000 

11,428,900 

1.176.200 
501, r^K) 


6S,,S3l 
16, 875 


Silver. 


OiinccH 


('niiiiiig 

value. 


(Vunmer 
d.i] value 


9,i;H2.Kit; 


HK>.:i35 

4.090,876 


33. (M4 

1.062,177 

14,274 

458, m 

299 

9.618 

23,250 

747.:159 

4,5S1 

140,289 

2,KS0 

92.592 

27'9,014 

8,909.596 

S0,8(M 

2,597,355 

3.\ 117 

1.128.799 


1.012, roi 

5,289,200 


1,373,:KK) 

593.200 


9tU>.300 


», 228, 700 


877,000 

3.144.100 
l06.tNJ0 

iUO 
00 

1.209. 100 


119, 700 

50.000 

11.597. 100 1 

4.813.0U0 

3.a58/J00 

1.402,IjUI 

1,459,500 

OOO.fiUO 


943,200 


1.142,700 

292.900 


5,31^2,493 


92,039,600 































500 


GOLD STANDARD IN INTERNATIONAL TRADE 


IlUlhcM, loiiest, and aierage price of bar sihtr in I^ndon, per ounce Briiish utandard 
(0.9:'5), x»»(V’ JS-i.}, anti the ct/nivaleiit in United Slates gold tvin of an ounce 2,000 Jine, 
taken at the average price. 


CulfiMltir 

years. 


Highest I Lowes. X-c- ' nmovti 

".T' I To!r "• 

non. non. quolation. 


tiou. 


(ion. 


Calendar 

year^. 


HiL^h^t Lowest ^vor- Value of n 
Mifcncsi Lowest 


iiuotn. quota- tine ounce 

(ion. I atcTHKe 


1833 



1836 

l83ti 

1837 

IKJS 

m\) 

im 

1K41 

1812 

1^13 

1M4 

IMh 

IMG 

1847 

1848 

1819 

1850 

18.)! 

IKVi 

1\63 

ISM 

1855 

1856 

1857 

1858 

ISoO 

lS<iO 

IsOl 

1H02 



]H4>4 

1805 

]m\ 

1807 

180.8 


ii. 

GO 

oO] 

60] 

tiOj 

60* 

59* 

59A 

59i 

h9i 

59* 

a' 

69] 

61* 

01 

GOi 

on 
61] 
61* 
61* 
61] 
61* 
62* 
6 




$1,297 

1.313 
1.30S 
1.316 
1.3tt5 
1.304 
i.axi 
1.323 
1.316 

1.303 
1.297 

1.304 
1.293 

1.300 
1.30>> 

1.301 
l.:«W 
1.310 
1.337 
1.320 
1.348 
1.34H 
1.344 
1.344 

1.313 

1.344 
1.360 
1.3V2 
1.333 
1.346 
1.31.S 

1.345 
l.Sa.'s 
1.339 
1.328 
1.326 


1869 

1870 

1871 

1«?2 

1873 

1874 

1873 

1870 

1877 

1878 

1879 

1880 

1881 

1882 

18S3 

1884 

18.S.S 

1880 

I8.S7 

1885 

18S9 

1890 

1.S91 

1892 

1893 ; 

1894 ! 

1893 j 

1890 

1897 

1895 

1.S99 

1900 

1901 

1902 

1903 


d. 

01 

00 ) 

01 

CIJ 

69jJ 

59) 

571 

58] 

58J 

33] 

5,31 

52D 

52| 

32) 

51* 

51) 

50 

47 

47} 

44) 
54] 
48] 
43] 
38] 
31] 
31) 
3I|] 
■29 1 i 
28] 
29 
:»} 
29* 
20* 
28] 


IlOQ. 



60* 

69| 

57 J 

67] 

.V)J 

40] 

33} 

49] 

48] 
01 ] 
50} 
50 
50* 

49] 
40} 


43] 

41] 

4MI 

43] 

43] 

37} 

30) 

27 


231 
V> 
26] 
27 
24 1 J 
21 U 
21 i 


(ion. (luolalieti. 


$1.32.3 

l.;i'28 

i.;r20 

1.322 

1.29709 

1.278S:{ 

1.242:13 

1.10414 

1.20189 

1.1.3338 

1. 1-2392 

M4;i07 

1 . 

1. 13302 
1. 1U’'74 
1.11008 
1.00,310 
.99407 
, 97916 
.9-3974 
.93311 
l.(M03l 
.98800 
.8714.3 
.78030 
. 03479 
. liVlOO 
. ri7;if'>,3 
.001:18 
..3'JUlO 
.101.31 
.0-2007 
. .39.393 
..32793 
. W237 


60* 

60* 

col 

60* 

59* 

58* 

.36] 

53 

51 i 

52 
31] 
62} 
51] 

5Mi 

50* 

soli 

48* 

4.3) 

llli 
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hnrM, and arcrage price of tiilrer hullion and value of a fine ounce each vionlh, 

during the calendar i/eaYg 1000-1903. 


Month. 

High- 

c-st. 

IfOW- 

csl. 

Avemge 
price 
per ounce 
British 
standard. 
0.925. 

E<iuiva]ent 
vulucof nllm 
ounce with 
exchange at 
IMir ($4.Mk;5) 

Average 
monthly 
> price Qi 
Xcw York 
of ex- 

. change <ui 
LoiMioti. 

Equivalent 
value of a lln< 
<Miuce ba^8l 
on average 
monthly 
price an<l iiv- 
1 emge rale 
] of excliange. 

1 

> Average 
monthly 
New S’ofk 
price of 
nrie lair 
>*liver. 

1000. 

Jnriunrv 

Fcuninrv 

Man*h 

Aprii 

Miiy 

Jimo 

Pcnct. 

■m 

•r.t 

27|i 

•271 

27| 

28, 1 

•28/5 

•28 A 

2tli 

:{ni 

•2-J}; 

29K 

Prnrr. 
27 
27, « 
1 27, 

ftf 

: M 

. 27|i 

•28,’. 
M 

■Si'' 

Penre, 
27.30SS 
1 27. -1705 

5 27.rKHlO 

j 27.4150 

27.5025 
j 27.K29;l 

2M.2:nr> 

1 2s. sm 

1 '^.Ki75 

29. 

29. e;9oo 

S0..VJM1 
.00015 
.4’4MOO 
.00O9fi 
. 00577 

.cioa'> 
. 01895 
.Clfc7 
.02215 
,iUhi\S 
.0'i025 
. o.vs:w 

$1.8725 
1.8748 
4.AVJI 
4.875i; 
4.X80(] 
1. M90 
4.H712 
4.H78C 
4.MS9 
4. K122 
4, 8470 
4. MM 

1 ■ ■ 1 ■ 

SO. 

.<'•021 1; 

.<'>(r.iLs 
.tWVJ 
.61012 
. 61057 
.OIKW 
. 6;128.5 
. rM.Vq 
.61760 
.t'dHlU 

SO. 6>022t; 
.t^;o2 
.60<;ii 
.«I295 

.61120 
.61 9:1.5 
. 61865 

.619C4.5 
.64296 
. 6177.5 

July 

August 

Soplemlier 

October 

November 

December 


A vernffe 

1901^ 

Jaininry 

February 

March 

April . 

Mav . 

June 

July 

Au/iCOs( 

September 

<)etolK*r 

November 

December 


1 


1 .02007 

4. siAh 

f .61979 

.62065 

•2»,'i 

•28,'o 

28* 

*>7IS 

kI* 

•271 

•271 

271 

27 

2ii: 

261 

•2.‘>l 

•271 

•27! 

27, 

if 

il' 

2»iJ 
261 
2Ai 
•24 IJ 

2H. 9?A^ 
2». 1592 
27, 'm% 
27. 2925 
27.41^9 
27. 420U 
2*;. 9i»i9 
2G. 1«:;> 
2b.*Hi.50 
2e;. tJI57 
2r».<l913 
25. 4475 1 

1 

j .t'i2.512 

.0t72.H 
.0I2OS 

.<'>Ol0.> 

.t4»U7 

.59107 

.590.50 

.591111 

.58244 

.57150 

.557M 

4. 8?24 
4.8780 
4. .8*78 
4.8817 
4.881,5 
4. 8820 
1. 8752 
4.87:n 
4.M85 
4.8022 
•1.8752 
4.M08 

.61\\S 
.61422 
.60014 
. imk\ 

. 59209 
.59120 
.5VJI9 
.^S29t 
« 54,liiO 
. •VvS2U 

.6]i;92 
.61336 
.60022 
.atm 
. <'>02;45 
.5lM2:i 
.59217 
. 58978 

.57100 

.A5790 

Average 

1902. 

January . 

Fcbriiarv 

March . 

Abril ... 

Mav 

June.. 

July 

Auiru^t .. 

Septemlu^r 

October 

Novemhpr 

DG(^aika*r 



27. m\ 

.59595 

' 4. .8721 

. 59691 

..WtW 

26, -8 
25< 

'2-S’. 

2^! 

•211 

24.’. 
24,’, 
•24 1 
'23{j 
231 
221 

25| 

•2A,V 
•24 IJ 
23,», 
•23, *. 
231S 
24/5, 
‘24,’. 

•2111 

21iil 

' C250 

25.4140 
25.U07S 
24. :r22J 
22, 0990 
24. iKTiO 
24. ;u;so 
24.2259 

22.4004 
22. ti925 
22.2067 

1 

.50173 ; 

.WM 

. .51820 

.5;t2l6 

.519,*i0 

.5:1010 

.ri3U7 

..52100 

.51290 
. 49-31 
.48079 

4. 8710 
4. 8749 
4.8772 
4.87M 
4.8731 

4. him 
4.8800 

4. 8748 

4.8020 

4.8714 

4.5701 

.r)<r2:n 

. .VvS06 
.51928 
.WUO 
.52021 
.52122 

. r»:w»6 

. f<il97 
..52270 
.51255 
.497.58 
. 4S694 

.56302 
..^5823 
. .51923 
. 53462 
.52000 
. 52085 
..53162 
.522.^10 
.52269 
.51102 
.4970fi 
.486.52 

Average 



24.0S5] 1 

. 52795 

4. 8720 

. 52,Vt8 

. .‘>2815 

. 1903. 

Januarx* 

Fcbniarv 

March . 

22| 

f,h 

•Jlli 

2li 

*r>i 

21.982H 

22. 1092 

22. .5000 

23.2550 

24.S894 

24.2300 

24. Mil 

25.0009 

20, 7524 

27.5925 

27.0050 

.48191 
. I:i100 

4.m9 

4.8753 

.48214 
. 4S55:i 

. -ts-iis 

April 

Mav .. 

June. 

July.... 

AiirhsI 

Septemhnr 

Ociolier 

November 

i!' 

if- 

26} 

•Sf" 

271 

•»i 

■24,‘« 

•24 

•24} 

S!' 

Sr 

.49222 

.51196 

.51514) 

.53324 

.M498 

.50120 

.5$014 

.61145 

.59198 

4.8702 

4.8718 

4.K8I3 

4.8779 

4.8675 

4.85S2 

4.8625 

4.8.V.I 

4.8296 

.49359 
.51253 
.54-09 
,.52457 
.. 51.509 
.5-02.5 
..58608 
. 61064 
.5S898 

.512.V, 
.MTTf, 
.53519 
..U500 
. ■V4);6 
.5S(j05 
.G09C3 
. 58745 

AveniRe (11 






'■ — 


months)... . 



24.6618 

.54061 

4.8664 

.Ma'is 

.54014 
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IVxjhM, htrejsl, and arernge rrdne of a VnHed Staicft silrer dolUtr, measured fei/ tfu market 
price of silrer, and the guaniitg of silver purchasable with a dollar at the average London 
price of silver, each gear since 1S7S. 


Calendar year. 

Bullion 

Highest. 

value of 
dollar. 

Lowest. 

a silver 

1 

Average. 

i 

1 

Grains of pure 
silver at 
' overage price 
purchitsallo 
with u 
l^nite<l States 
silvcrdollar.fi 

1873 

$1.01(1 

$0,981 

$1,001 

369.77 

1S74 1 

l.UUS 

.970 

.m 

375.36 

1875 

.^7 

.941 

.961 

386.31 

1H7C 

.yyi 

.792 

.900 

1 413.50 

1877 

.1)H7 

.902 

.939 

399.62 

187>^ 

.m 

.839 

.893 

416.30 


.1111 

.828 

.869 

427.31 


.895 

.873 

.865 

419.49 


.890 1 

.863 

.876 

421. SO 


.KN8 ' 

Ml 

.878 

422. « 


.808 1 


.658 

1 432.69 


.871 ! 

.839 

.659 

432.18 


.W7 

.791 

.833 

451.09 


.797 

.712 

.769 

463.77 


.799 

.733 

.758 

489. 78 


.75.') , 

.706 

.737 

.510. 66 


.753 

.711 

.733 

513.46 


.930 

.740 

..S09 

456.90 


.837 ! 

.738 

.754 

41^5. 93 


.7-13 

.043 

.G74 

.VO. 81 



..517 ; 

.601 

614.65 


.rj38 

.457 

.491 

45b. 11 


.:)33 

.461 

.505 

14 


.Ml 

..501 

.532 

ill. 3U 


. .W 

.400 

.467 

491. yi> 

wi 1 11 


.4M 

.434 

.4'*^ 

nH. H 

•Ul teJ 


.491 

.4.51 

. 465 

49J. M 
Ill 


.509 

.463 

.449 

4 44. IM 
haW I'l 


.501 

.433 

.461 

<aM 17 


.443 

.367 1 

. 408 

US.i ^ 


.4KI 

.3<iH ' 

1 

. 430 

^^1. IM 


naTl.'^gniiiis of |nire .oilvor urv I’lintaimnl in nailvi-r dollar. 
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Coinage rnlue in gold of an nnnre of fine silrcr ni the rnliox / lo-l ; .}(), 


RAtio. 

Value of 
an oiiiiee 
of fine 
silver. 

1 to 15 

81.21780 

ItolSJ 

1.3336 

1 to 15.088 (United 


SUteA ratio) 

1.2920 

itoie 

1.2919 

lto16} 

1.2527 

llol7 

1.2150 

ltol7| 

1.1811 

ltol8 

1.1483 

Il0l8| 

1 1.1173 

ltol9 1 

1.0879 

1 to 191 i 

1 t.CNiOO 

11020 i 

1 i.ms 

1 to tail i 

1 0083 

lto 2 l 

.9843 

Ho 211 

.9614 

11022 

1 0396 

H022J 

1 .9187 


Kalio. ^ 

Value of 
an ounce 
of line 
i*ilver. 

1 lo23 1 

80. 89H7 
.h71h; 
K8!3 

1 t<>23i 

1 to 21 

1 to 21 i 

« • i O 

.8137 

1 to25 

. Kli'tS 

1 lo25i 

8106 

1 li)26 

7^50 

1 to 2 «U 

.7800 

1 lo27 

76Y) 

1 to 271 

7517 

1 to28 

.7382 
. 72.'>;i 

1 to 281 

1 lo29 

.7109 

.7007 

1 10291 

1 lo3n 

.6890 

1 6777 

1 to30} 

1 lo3l 

1^168 

1 lo3U 

.fiS62 



Kntio. 

I Value of 
^ an (uiriec 
j of fine 

1 silver. 

1 to32 

80 fU.VJ 

1 lo:«i 


1 In 33 

1 iVilkl 

1 lo3:U 

.6171 

1 to 31 

. rAvo 

1 lo3IJ 

. 5992 

1 tlKil 

. .VJ06 

1 i4i:5i» 

... « 

... 1 . r>742 

lloltfj 

56i*A 

1 Ilk 37 


1 lo37l 

... . 

... .5512 

1 lo38 

. 5139 

1 to3Sl 

.5369 

1 to39 

.5:100 

1 to 391 

...1 .52:0 

Ito40 

...1 .5168 
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Monctarij ami ajfproxUnate 






* # 9 % r * • 


• v;" ' y " 


Coiintricj*. 


MonoUry 

htniuliml. 


•) I 

\ 

1 < 

Tj I 

m 

{ 

s 

9 ^ 
U} , 

]1 

V2 

n 

H 

15 

)i\ 

17 

IS 

19 

2ii 

21 

2\ 

25 

2i\ 

27 

2S 

29 

30 

31 

32 

:w 

31 

!>r> 


rnite^l Slates ! GoM.. 

AiKsiHu-Hungary ...do .. 

Belgium do .. 

British ICuiiare: . 

.\u^t^alu^ia do . . 

Canada do .. 

Great Brilniu do .. 

Iiulia do .. 

South Afrira '...do .. 

Simib^ .Sellleiuents/ . Silver 

Bulgaria Gold.. 

Cuba ...do.. 


Denmark 



Finland 

France 

Cicrniany 

(JrecTC 

Haiti 

Italy ; 

Jaj»an 

Netherlands [ 

Norway j 

I^urtugal ^ 

Roiimania 

Hussia * 

Servia 

Soutli Ainerieun Stall's.! 

Spain 

Sweden 

SwitziTlnnd 

Turkey 

(enlral A men can 
Stales. 

China 

Mexico 

Siam 

I 

Total 


..do. 
..do . 
..ilo . 
..do . 
..ilo . 
..do . 
..do . 
..do . 
..do . 
..do . 
..do . 
..do . 
..do . 
..do . 

, .do . 
..do#* 

. .df> , 

. .do . 
..do. 

. .do .. 

Silver A. 

.. .do .... 
.. .do — 
Gidd....! 

I 


li* aiehirj' 
uiiit. 


Dollar 

Crown 

Franc 


Pound sterling . 

Dollar 

Pound sterling . 
Pound sterling 
and rui>ee. 
Pound sterling . 
Dollar ... 

Lev 

Peseta . 

Crown . 

Piaster 
Mark . . 

Franc . 

Mark .. 

Dmehm 
Gourde 
Lira ... 

Yen . . . 

Florin . 

Crown. 

Milreis 

U‘U 

Kuhle . 
jiiiiar.. 

Peso . . . 
peseta . 

Cniwn. 

Fnuie . 

Pia'^ier 
PeM>... 

Tuel . . . 

. . . 

Tieal . . 


Popula- 

tion. 


000 

omitted. 


81.200 

48.100 

6,000 

5.000 

5. 400 
42.500 

295.200 

7.100 

5.100 

3.700 

1.000 
2,000 
9,800 

2.700 

39.000 

56. 400 

2. 400 

1.300 

33.000 

48.400 

5.300 

2.300 

5.400 

6.000 

130,900 

2,6i00 

39.400 
1H.6U0 

5.200 

3.300 

24.000 

4.200 

330, 100 
13.t'O0 
6.:R10 


' ' Stock of 

Ratio be- Ratio be- \ 
tween gold tween gold 
and full le- ami lim- 
gal-lender dM-tender **^^*®^”*'*^ 


silver. 


I 


silver. 


1-15.98 


1-151 


1-21.90 


1-151 

l-15i 


l-15| 


1-151 

1-151 

1-151 


1-15} 


1-151 

1-151 

1-151 


1-151 


1-161 


I-1I.2M 
M4.:iH 
1-14. 2S 
1-14.W 
M5. tW 
M5.f»0 
M4.3H 
1-13. 95 
l-n.:« 
1-14. 

1-1 b as 
1-2S.75 
1-1 .V 13 
1-N.M 

1-H.U9 
I-I4.3.S 
1-23.24 
Ml. as 

1-14. :« 
1-14. KS 
1-14. as 
1-1.5.09 


M6| 


000 

oniitto<l. 


Ml. 05 I S8.>9,n00 
1-13.69 I 0 23.5.800 
1-14. as 518,000 


1-14. ‘iS 

1-14.28 ' 5O.mJ0 
1-1 4. 28 I al82,MX> 
1-21.00 : a(W,200 


a 39. 11)0 

“Vijw 

IS.UOO 
a 17, 4t)U 
]U.U)U 
^4, 100 
n 45S, IXIU 

a 200 
al.OUO 
<1116,400 
<1 69, 

<r 90.200 
a 6. 700 
<?5.2W 
<•14,300 
<iaN5.HO 
<•3.100 
riOl.NIl 
<» 7 M, KV 
a 

rtlSl.NO 
10.000 
« 1.'^ 


ht<,m 


; •2.c»n,;«i 


5h>llmate, Bureau *>( the Mint. 

<• i;i>on<anide Knro|Hcn. Jiiuuar), l .*w. 

<iC. Cramer Frey. 
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prr caitila in (he principai countries of the. u nrltl on December .7/, 1003. 



Stock of ^old, 

Stock of silver. 


III circu- 
lation. 

1 

Total. 

Pull 

lender. 

Limited 

lender. 

Total. 

rnc<iverc<l 

paper 

000 

omitted. 

000 

omitted. 

000 

omitte<l. 1 

ooo 

omitted. 

000 

omitted. 

000 

ornitlofl. 


Per 


81.320,400 
« 51,000 fl 286,800 
^12,000 i>30,000 


?o?i.200 8107,000 

« 79, 200 

^*15,000 5 9,700 


:«$17.600 


« 128 . rrf)o rt r>, 100 

rO.OOO <16.700 

« wo, 100 115.800 

C/ 63. 200 <1516. -I'M) 


; 0 29.200 


50.000 

Viw.loo* 

I <*2,100 

I «2i'766‘ 

‘ ‘Wioo' 

<•397,*^* 


<*3.200 

59,400 

40,000 


<•1,400 
18,000 
« 17, 400 

500.000 
<^4,100 

5908, 300 
5801,400 
<*2,300 
ol.UOO 
<*141,100 
a6D.aO 
<*28,400 
<*6,700 
<*5,300 
<•14,300 
<*783.700 
<•3, 100 
0 91,800 
<*78,800 
<*19,100 
530,200 

550.000 
<*1,900 


<1 13.800 
52.000 


<*373.500 

<>50.900 

<*500 

ol.OUO 

<*16,000 

«52,^’ 


58,600 

51,000 


<*4.000 


530,000 
<>3, 100 

5^5,800 
« 48, 900 
<*193.000 


<* 2. IW 
<*3.200 
<-l,.500 
5,OOU 
<* 6.200 
<*15,000 

« 46. [m 
'*157,700 
« 1,400 
<*1,200 
<»20,SO0 
« 29, 400 
<*4,000 
<*3,000 
<*6,500 
C600 

<*101.900 
^•1,700 
<*10,700 
<*173,700 
<*7,000 
<* 10, 700 
510,000 


$679,200 

«79.200 

52I.7W 

<* 6,100 

<*6.700 

<1115.800 

<*W6,4U0 

<* 2,200 
<*17,000 
<•3,500 
5,000 
<* 6,200 
<*15,000 
<*noo 
<*419,800 
<*208.600 
<*1.900 
< 12,200 
'*36.800 
<*29,400 
<* 5*;, 300 i 
<*3,000 I 
<*6.500 I 
C600 
<*101,900 
^1.700 
<*14,700 
<*173.700 
<*7,000 
<410,700 
540,000 
<*3,100 

5315,800 

<*48.900 

<*193,000 


$.WO,riOO <16.26 $8.36 

<*63,500 5. 96 1.6.S 

5 107,800 4.35 3.58 


<*56,900 
<*117. 100 
<*32, 400 


<*4,100 

<•3,900 


<*7,800 


<r9,G00 
<* 175. 600 
<*193,800 
**29, 100 
**3,500 
<*177,900 
<*58,300 
548,800 
a7,900 
<*63,000 
<•19,800 

** * V2*766 
<*1,519,400 
<*139,300 
<*29,700 
<*19,900 


22.96 

9.26 

12.48 

.21 

9.66 

n.25 

6.69 

3.06 

1.52 

24.83 

14.21 

.96 

.77 

4.28 

1.44 

5.36 

2.91 

.98 

2.88 

5.99 

1.19 

2.33 

4.24 

3.67 
9.15 
2.08 

.45 


<*51,000 

<* 2,000 


1.09 
1.21 
2. 72 
l.KS 

.31 

3.33 

.% 

3.13 

2.38 

.22 

10.76 

3.70 

.79 

1.69 

1.11 

.61 

10.62 

l.SO 

1.20 

.10 

.78 

.6.S 

.37 

9.34 
1.55 
3. 24 
1.67 

.74 

1.05 

3.60 

30.63 


$6.17 

1.32 

Ib.m 


10. M 
2. 76 
.11 


.81 

1.05 

4.50 
8. 13 
12. 12 
2.69 
5. 39 
1.20 
9.21 
3.44 
11.67 
3.30 

’i.vr 

39.32 

7.49 

5.71 

6.03 

*7.’74’l 


8.97 

.41 


$30.79 1 

8. 93 2 

23. V> 3 

24.05 4 

21. CM 5 
17.96 6 

2.17 7 


9.9? 

4.14 
2. 38 

14.38 

12.07 
3.71 
5.29 

40.09 

21 . 

18.87 

5. 15 
10. 78 

3.25 
2\1<J . 
7.65 I 
13.85 
5.7H 
6.77 
2.88 
42.02 

21.07 
10.78 
18.42 

3. 76 
8.93 


8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 
19 
•20 

* 21 
22 

23 

24 

25 

26 

27 

28 
29 
80 

31 

32 


2, 614, 800 5, 685, 700 2, 268, 100 914, 800 3, 213, 200 3, 511 , 500 


4.37 2.4K 2.71 


1.05 33 
8,20 34 
31.20 35 

9.56 


« Except BolirlA. 

Settlements, the Malay States. Ceylon, and Johorc. 

0 Re|K)rt of head commissioner of paper currency. 

Except Costa Rica and BrItUh Honduras, gold*standard countries. 

dollar circulates is given in MelSSZffiaV thoMeilcan 
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GOLD STANDARD IN INTERNATIONAL TRADE. 


Tlirord 'u ti} (Htnlks of Ihe principid gold coitu of the world. 


Deseriptivo. 


I. Gold dollar and eciilH of the Ik 
l'iute<l Stoles. (1 f^oM dollars 
23.22 troy ^mins of fine ^old; 

5J60 troy proias * 37;t. 24195 
prams; hence a pold <lonar = 

I. 5(>463Uill prjimsof fmepold) 1.00 

[. Russian ruble and kopecks. (1 

ruble = A of an imperial; 

I imperial s 261.30 doli, or 

II, 61 35 157 1 h 75 pnmis of fine 
pold; 5 I rul)le B 17.124 doli of 



England. Latin Union. 


IkAlar. 


RUbU. Pound fierling. ^<iuc. (a) 


0.51 15673 


4.566561 


0.1929V2K 


filiepold) I 1.W337999 

isnoence. 


1.00 


9.457.'>Sr222 


.374as022 


Enplisn pence. (1 penny - - Ja of 
a pound sterling, and i.»^9 
pounds sterling = 10 troy pounds 


of K0l<J, U. 0.91«il fine; 1 troy 
noiinrt = 373.24195 urntns; a sov- 


VII. 


VIII. 


pound = 373.24195 urntns; a sov- 
ereign (£1) ^7.:V.>238532gnitnsof 

finegold) 49.3H> 

Francs and centimes. (The gidil 
20 -fmiic piece conlain.s ‘,Y prams 

of line gold) 5.ls'262 

German Empire. Mark and pfen- 
nig. (I crown or 10 marks 
contains •j-'J’ Kfams of fine gold) . 1. 19792 

Netherlands. Florins ami cents. 1 
(The 10 -florin piece coniaims 

6.04Kgranisof line gold) 2. 1878 

Austria. Crowns and hellers. (1 
crown = 100 heller^; 10 crowns 
contain 3.01878 grams of fine 

gold) ••• 

Portugal. (1 crown of lu mil- 
reis « 1C.25708.3I gnims of fine 

gold) 

Japan. Yen and •"cn- 
ycii« = 16.C6«) grams of gold 0.900 
line; 1 yen conUins 0.749992.) ^^.,, 09,5 

gramsof hncgold) 2 . ooc iiwi^^ 


25.S7M&I 


9. 5157 


2.666807 


2.5. 221.W 


1.00 


2.160113 


20.4291.55 


1.2801194 12.1071186 


. 4s0Ctffl72 


2. 5394891 24. 0174277 


.9>22.5S2 


476241 


4.501 


.178.')8-J 


1.03232’28 - .7|-,327806 


.S87lll0f;i 


Descriptive. 


Germun 

Empire. 


Nolher- 

land.s. 


Austria. ; Portugal. Japan. 


Gold dollar and cents of the 
United States. 1 1 gold dollar = 
■23.22 troy grains <*f “ne gold: 

5.760 troy f 

gmms; hence a gold dol ar _ 


JIark. 


Florin. ' OotrH. Ooim. 


Yen. 


1.5041551611 pminsof imegold) ... 0.23^.l 
Russian ruhk' mid kopecks ll 
ruble - A of an irapenar. 1 
Jmpchul « 261.3C doll, or 

11 rtri.>i57lH75pminst>f finegom,*^ 

"ruble- 17.421 doll of fine ^293855 1 .79115879 . 39377998 20.9976252 . 96K6892 


0.402 0.20262»»1 i 10.8017 0.498456 


Englis^i pence, (1 penny - lU^l 
(I pound sterling, and l.s69 
pounds sterling= 10 troy poi nds 
^ gold. y. 0.9165 line; 1 tro) 

nm.nd*3%.2ll95gnims;a.«oy; 


VII. 


VIII. 


nomid * 3V:).2tl9-> grams; a .mj>- 

cV-ign (£1)=7.;?--£J8.-^2 grams of |,, 

FrSmS clVitim^.riT>‘P il.2;U.5679 J. 

20-fninc piece contains *jV8'ram- 1W81 / 

tiig. ll crown or 10 marks con- 

tains WX grams of fine gold) ... . 

Netherlands Florins and cente 

(The 10-florin, piccc^y‘'n‘«'"» , 

fi,OI8gramsof .•••" ii' 

iiKiriA Crowps Aiid hellers, ii 

• cnl^^n = 100 hellers; 

contain 3.01878 grams 1.17,56-274 

PornigaY ' '( I i’Vowii of 10-nVlirei« = 

‘ lii.i57083)gmin.x of hneg^dK- j- • 

.lapun. Von and -sen. ; 

yens-: lii.066.5gn»ni.s of go^ 
line: 1 yen contains 0.,4.W..o ^.-^203 

grams of finegold) — 


19. 82305 


2.0832 


9.99274373 532.81.519 21.581907 

. 5.5.997 ‘2..'>833075 


1.050135 


1.087392 


.NW096 |45.a5T2625 2.0WI7907.5 


1.00 


..W0971 : -26.880098 1.24006696 


1.983741 1.00 


.53.32321-2 


.37-J0-22 10- 


2. 45997.599 
. 46133-275 


.fitWOSOC 


10«;W06 ' 21.6763-27 I W 


..One Rns.«lfti. ‘*^’l;l«U*™’'n,n,,i«i. lei; Fli.iibh mark, or Spanish laae-ta. 

60f Italian Uni. new drachma. Kounmniiiu . 


3!^, ' Uq 

yAvc\ n 









